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PREFACE 


One  of  the  important  functions  of  the  Tax  Commission  is  re¬ 
search  into  the  tax  system  of  Illinois  and  other  states  and  countries, 
with  a  view  to  formulating  and  recommending  a  desirable  legislative 
program.  An  understanding  of  the  historical  background  and  evolu¬ 
tion  of  the  present  elements  of  the  revenue  system  is  essential  to  prep¬ 
aration  of  any  adequate  proposals  for  adjustments.  Only  by  review¬ 
ing  the  operation  of  the  various  taxes  over  a  period  of  years  can  the 
merits  and  shortcomings  of  existing  or  proposed  fiscal  legislation  be 
brought  forth  clearly.  Knowledge  of  the  history  of  revenue  measures 
is  also  essential  for  intelligent  administration.  Like  courts,  tax  ad¬ 
ministering  agencies  are  frequently  compelled  to  look  into  the  back¬ 
grounds  and  origin  of  a  tax  statute  to  determine  the  intent  of  the 
legislature  in  order  that  they  may  apply  the  law  in  a  manner  calcu¬ 
lated  to  bring  about  the  intended  results.  For  these  reasons  the  Tax 
Commission  has  long  believed  that  a  study  of  the  development  of  the 
Illinois  revenue  system  from  the  beginning  would  be  a  useful  instru¬ 
ment  in  its  work.  This  belief  has  been  strengthened  by  the  hearten¬ 
ing  attention  which  activities  of  the  Tax  Commission  have  received 
from  Governor  Henry  Horner.  His  interest  has  encouraged  the 
Commission  to  conduct  investigations  which  will,  we  hope,  provide 
a  factual  groundwork  for  a  fiscal  program  adapted  to  the  needs  of 
modern  Illinois. 

The  Commission  has  felt  further  stimulated  to  publish  this  study 
by  frequent  inquiries  from  interested  citizens  and  investigating 
agencies.  It  is  hoped  that  some  of  their  questions  are  answered  in 
the  pages  of  this  monograph.  Citizens  generally  are  showing  a 
broader  and  deeper  interest  in  problems  of  government  and  particu¬ 
larly  in  problems  of  taxation.  Their  interest  called  forth  the  recent 
publication  of  “The  A-B-C  of  Illinois  State  Finance — Everybody’s 
Business”,  by  the  Director  of  Finance.  That  volume  brought  to¬ 
gether  within  the  covers  of  one  book  “a  simple  statement  of  the 
problems  of  State  budgeting,  borrowing,  and  a  description  of  the 
financial  mechanism  carrying  on  this  work”.  The  Tax  Commission 
hopes  that  the  present  volume,  dealing  specifically  with  the  revenue 
system,  will  serve  as  a  companion-piece  to  the  “A-B-C  of  State 
Finance”  by  supplying  historical  light  upon  the  State’s  income. 

This  monograph  may  be  described  as  a  fragment  from  a  larger 
work  as  yet  unpublished.  For  several  years,  Mr.  I.  M.  Labovitz,  now 
a  member  of  the  staff  of  the  Tax  Commission,  has  had  in  preparation 
for  the  Social  Science  Research  Committee  of  the  University  of 
Chicago  a  study  entitled,  “Illinois  State  Finance,  1818-1935!’,  to  be 
submitted  in  1937  for  publication.  In  that  study,  emphasis  is  placed 
upon  the  expenditures  of  the  State  government,  reviewed  historically 
and  analytically,  with  the  history  of  the  revenue  system  presented 
only  as  an  incidental  detail.  The  Tax  Commission  is  pleased  to  be  able 
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to  present  in  this  monograph  those  portions  of  Mr.  Labovitz’s  study 
which  deal  with  the  development  of  the  revenue  system. 

The  Tax  Commission  wishes  to  acknowledge  its  obligation  to  the 
Social  Science  Research  Committee  of  the  University  of  Chicago  for 
permitting  use  of  this  material,  and  to  Mr.  Labovitz  for  preparing  it 
for  publication. 

Two  charts,  summarizing  in  tabular  form  the  present  structure 
of  the  State  tax  system  have  been  incorporated  into  this  monograph. 
These  tables  bring  up-to-date  similar  charts  which  were  included  in 
the  15th  Annual  Report  of  the  Commission. 

It  is  the  hope  of  the  Tax  Commission  that  this  material  will  be 
found  useful  by  the  citizens  of  Illinois  generally  and  by  public  offi¬ 
cials  and  others  interested  in  improving  the  form  and  administration 
of  the  revenue  system. 

ILLINOIS  TAX  COMMISSION 
Simeon  E.  Leland,  Chairman 
Charles  K.  Schwartz 
C.  W.  Terry 

August  1,  1936. 
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PART  I 

GENERAL  SURVEY  OF  DEVELOPMENT 

When  Illinois  was  admitted  to  the  Union  in  1818,  its  governments 
inherited  from  the  territorial  regime  few  responsibilities  and  prac¬ 
tically  no  revenues.  There  were  only  a  few  counties  and  other  local 
governments ;  their  range  of  functions,  like  that  of  the  State,  was 
very  narrow,  comprising  little  more  than  neighborhood  police  regula¬ 
tion,  operation  of  local  magistrates’  and  justices’  courts,  and  mainte¬ 
nance  of  property  records.  In  the  ensuing  118  years  there  occurred  a 
persistent  expansion  of  governmental  activities  and  diversification  of 
responsibilities,  until  today  the  State  and  local  governments  perform 
a  multitude  of  services  in  a  variety  of  fields — in  education,  provision 
of  transportation  facilities,  social  welfare,  unemployment  relief, 
health  and  sanitation,  recreation,  conservation  and  development  of 
natural  resources,  service  to  agriculture,  business  and  commerce, 
regulation  of  business  transactions,  protection  of  persons  and  prop¬ 
erty,  and  many  other  spheres.  The  original  activities  of  a  legislative, 
judicial,  recording,  and  local  police  character  have  become  of  very 
slight  fiscal  importance,  although  their  scale  also  has  been  enlarged 
with  the  increase  of  population,  with  the  transition  from  the  primitive 
social  organization  of  the  agricultural  frontier  to  the  complex  urban 
culture  of  the  present,  and  with  changing  attitudes  toward  the  role 
of  government. 

The  multiplication  of  governmental  activities  required  expan¬ 
sion  of  revenues,  and  this  involved  in  turn  the  extension  of  old  taxes 
and  the  introduction  of  new  ones.  There  has  always  been,  however, 
greater  reluctance  to  extend  taxes  than  to  extend  governmental  serv¬ 
ices;  consequently  the  history  of  the  revenue  in  Illinois  may  be 
epitomized  as  a  series  of  tardy  and  makeshift  adaptations.  Adjust¬ 
ments  in  constitution  and  statutes  and  even  in  administrative  tech¬ 
niques  have  come  but  slowly  and  occasionally,  whereas  the  community 
and  its  demands  upon  government  have  grown  and  changed  rapidly 
and  continuously. 

The  gradual  diversification  of  the  revenue  system  is  clearly 
indicated  in  Tables  1  and  2,  which  summarize  by  decades  the  revenues 
of  the  State  government  since  1821.  Unfortunately,  there  is  avail¬ 
able  no  similar  long-time  record  for  the  local  governments.  Their 
revenue  history  cannot  be  set  forth  in  quantitative  terms,  nor  has  it 
ever  been  written  at  length.  In  important  respects,  however,  it  would 
be  a  repetition  of  the  revenue  history  of  the  State  government.  Local 
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revenues  in  Illinois  always  have  been  derived  largely  from  levies  on 
property,  which  were  also,  until  1934,  the  central  source  of  State 
revenues.  The  tendency  toward  diversification  of  sources  in  any 
substantial  degree  was  reflected  in  local  finances  more  slowly  than  in 
State  finances  and  partly  as  a  reflection  of  new  State  sources — as,  for 
example,  county,  city,  and  school  receipts  from  the  motor  fuel  tax. 


Table  1 

Net  State  Revenues  by  Sources:  by  Decades,  1821.-1936 


(Amounts  in  thousands  of  dollars) 


Decade 

Total 

Property 

taxes 

Illinois 

Central 

tax 

Inherit¬ 

ance 

tax 

Corpora¬ 

tion 

and  insur¬ 
ance  taxes 

Motor 

vehicle 

taxes 

Motor 
fuel  tax 

All 

other 

1821-1830 _ 

$  565 
771 
3,004 
16,  940 
31,895 

35,  630 
35,  946 
45,  374 
79,  548 

214,813 
589,  304 

691,  528 

$  377 
471 
2,  359 
15, 834 
27,  704 

30,  903 

31,  135 
34, 338 
53,  493 

134, 005 
202, 189 

111,  299 

$  188 
300 
645 
508 
523 

888 

807 

1,731 

1,925 

14, 979 
43,841 

189,  221 

1831-1840 _ 

1841-1850 _ 

1851-1860 _ 

$  598 
3, 668 

3, 839 
4,004 
6,  290 
10,  707 

16,  577 
33,  906 

10,413 

1861-1870 _ 

1871-1880 _ 

1881-1890 _ 

1891-1900 _  ... 

$  998 
5, 199 

17,  504 
68,  273 

37, 829 

$  2,017 
8,  224 

16, 463 
86, 967 

56,  209 

1901-1910 _ 

1911-1920 _ 

$  15,285 
128, 939 

106,  357 

1921-1930 _ 

$  25,  189 

180,  200 

1931-19361  (6  years) 

Total1  . . 

$1,745,318 

644, 107 

90, 001 

129,  803 

169, 880 

250, 582 

205,  389 

255,  556 

1  The  revenues  included  for  1935  and  1936  are  not  strictly  comparable  with  those  for  earlier 
years.  Cf.  infra ,  Table  7,  footnote  11. 


Table  2 


Net  State  Revenue  from  each  Leading  Source  as  a  Percentage 


of  the  Aggregate  :  by  Decades,  1821-1936 


Period 

Property 

taxes 

Illinois 

Central 

tax 

Inherit¬ 

ance 

tax 

Corpora¬ 

tion 

and  insur¬ 
ance  taxes 

Motor 

vehicle 

taxes 

Motor 
fuel  tax 

All 

other 

1821-1830 _ 

66.7% 

33.3% 

1831-1840  _ 

61.  1 

38.9 

1841-1850 _ 

78.6 

21.  4 

1851-1860 _ 

93.  5 

3.  5% 

3.0 

1861-1870 

86.  9 

11.  b 

1.6 

1871-1880 _ _ _ 

86.  7 

10.8 

2.5 

1881-1890  .  _ 

86.  6 

11.  1 

2.2 

1891-1900  _  _ 

75.  7 

13.  9 

2.  2% 

4.  4% 

3.8 

1901-1910-  _ 

67.2 

13.  5 

6.5 

10.3' 

2.4 

1911-1920 . . . 

62.4 

7.7 

8.  1 

7.7 

7. 1% 

7.0 

1921-1930. . . . . 

34.3 

5.7 

11.6 

14.7 

21.9 

4.3% 

7.4 

1931-1936  (6  years) . . 

16.  1 

1.5 

5.5 

8.1 

15.4 

26. 1 

27.3 

1821-1936 . . . . 

36.9 

5.2 

7.4 

9.7 

14.4 

11.8 

14.6 
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The  only  local  revenue  sources  which  find  no  counterpart  in  a  history 
of  the  revenue  system  of  the  State  government  are  special  assessments, 
various  service  fees  and  charges,  and  earnings  of  publicly  owned 
utilities.  A  survey  of  the  development  of  State  revenues,  therefore, 
will  help  toward  an  understanding  of  the  present-day  structure  of 
both  the  State  and  the  local  revenue  systems  in  Illinois. 

The  Fiscal  Inheritance  from  the  Territory 

The  chief  legacy  which  the  State  received  from  the  territorial 
government  was  a  deficit  of  $59.53.  The  first  governor  announced 
that,  “the  treasury  will  be  found  in  a  state  of  present  embarrass¬ 
ment.”  The  best  prospective  sources  of  revenues  were  the  saline 
lands,  which  had  been  granted  by  the  national  government  upon  the 
admission  of  Illinois  as  a  state,  but  income  from  these  was  not  imme¬ 
diately  forthcoming.  A  loan  of  $25,000  to  carry  the  State  government 
over  its  first  year  was  obtained  with  some  difficulty.  Nevertheless, 
by  the  end  of  the  biennium  the  debt  was  paid  off  and  the  treasury 
was  flourishing.  Revenues  were  small  in  amount,  scarcely  exceeding 
$50,000  for  the  two  years,  but  expenditures  were  still  smaller. 

The  principal  source  of  revenue,  apart  from  the  salines,  was 
taxation.  The  small  territorial  revenue  had  been  obtained  from  a 
classified  land  tax.1  This  system  was  continued  under  the  State  gov¬ 
ernment2  until  1839,  with  a  change  of  assessment  classes  in  1831.  A 
system  of  separated  sources  for  State  and  local  revenues  likewise  was 
carried  forward  from  the  territorial  regime,  although  with  modifica¬ 
tions.  In  1819  the  counties,  which  previously  had  depended  entirely 


Table  3 

State  Tax  on  Land — Division  of  the  Burden  Between  Resident 
and  Non-Resident  Owners:  by  Fiscal  Biennia,  1821-1842 

(Amounts  in  thousands  of  dollars) 


Fiscal 

biennium 

Net  total 

Refunds  on 
land  redeemed 

Gross  total 

Residents 

Non-residents 

Per  cent  from 
non-residents 

1821-22 _ 

$  45.6 

$  45.6 

$  7. 1 

$  38.4 

84.2% 

1823-241 _ 

78.9 

78.9 

6.3 

72.6 

92.0 

1825-26 _ 

93.0 

93.0 

10.  4 

82.  6 

88.8 

1827-28 _ 

89.  1 

$  1.0 

90. 1 

6.9 

83.2 

92.  S 

1829-30 _ 

70.7 

2.8 

73.5 

3.0 

70.4 

95.8 

1831-32 _ 

92.8 

2.2 

95.0 

6.8 

88.2 

92.8 

1833-34 _ 

75.0 

1.9 

76.9 

21.5 

55.4 

72.0 

1835-36 _ 

84.  1 

.3 

84.4 

30.5 

53.9 

63.9 

1837-38 . 

92.2 

.2 

92.4 

8.9 

83.5 

90.4 

1839-40 _ 

47.7 

1.4 

49.  1 

16.8 

32.3 

65.8 

1841-42 _ 

19.  1 

.3 

19.4 

18.3 

1.  1 

5.7 

1  23  months. 


1  The  land  was  grouped  roughly  in  three  classes  and  taxed  at  $1.00  a  hundred  acres  in  the 
first  class,  75  cents  a  hundred  acres  in  the  sedond  class,  and  37  ^  cents  in  the  third. 

2  There  was  a  slight  formal  difference,  however,  to  comply  with  the  constitutional  require¬ 
ment  of  a  tax  by  valuation.  That  is,  under  the  State  law  each  class  of  land  was  given  a  nominal 
value,  to  which  a  uniform  rate  wTas  applied,  whereas  under  the  territorial  law  taxes  were  expressed 
as  a  flat  amount  for  one  hundred  acres  in  each  class. 
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upon  levies  on  specified  property  other  than  land,  were  given  one- 
third  of  the  taxes  on  lands  owned  by  residents  and  in  1821  they  were 
given  two-thirds  of  all  land  taxes.  In  1823,  the  State  took  back  the 
taxes  on  non-residents’  land  leaving  to  the  counties  their  two-thirds 
share  in  the  resident  land  taxes  and  all  taxes  on  personal  property. 
Under  the  revenue  law  of  1819  the  State  itself  levied  upon  only  one 
kind  of  personalty — shares  of  bank  stock — but  derived  such  slight 
revenue  that  the  provision  was  abandoned  in  1823. 

Early  Efforts  to  Avoid  Taxation 

The  arrangement  by  which  the  State  government  depended  prin¬ 
cipally  upon  the  land  taxes  collected  from  non-resident  owners  has 
been  charged  by  some  historians  with  fostering  a  sense  of  irresponsi¬ 
bility  on  the  part  of  the  legislators,  since  expenditures  which  they 
authorized  were  defrayed  largely  by  taxpayers  who  were  not  also 
voters.  In  any  case  the  tax  quickly  proved  to  be  neither  sufficiently 
elastic  nor  sufficiently  productive  to  support  the  undertakings  that 
were  assigned  to  the  State  government.  State  functions  were  ex¬ 
panding  while  land  was  passing  into  the  hands  of  residents.  The 
characteristic  dislike  of  frontiersmen  for  taxation  or  any  other  exer¬ 
cise  of  compulsion  caused  successive  legislatures  to  experiment  with 
every  available  device  for  avoiding  new  imposts.  Lands  dedicated 
by  the  national  government  to  the  support  of  schools  and  seminaries 
were  sold;  the  proceeds  were  borrowed  along  with  other  resources  of 
the  trust  funds,  and  the  payment  of  interest  and  repayment  of  prin¬ 
cipal  were  deferred.  Banks  were  chartered  and  operated  either  with 
printed  notes  or  with  borrowed  capital,  in  the  expectation  that  their 
earnings  would  enable  the  State  to  dispense  with  all  taxation.  Saline 
lands  obtained  from  the  Federal  government  were  leased  and  finally 
sold.  The  labor  of  convicts  in  the  penitentiary  was  leased,  and  there 
was  perennial  hope  that  the  prison  might  some  day  support  itself 
and  other  branches  of  the  government.  Despite  these  expedients  it 
was  evident  by  1838  that  the  State  would  have  to  obtain  larger  rev¬ 
enues  from  taxation.  Since  the  amount  of  taxable  land  was  “rapidly 
increasing”  the  governor  was  hopeful  that  a  small  increase  in  rates 
would  be  sufficient,  but  the  auditor  insisted  that  a  broadening  of  the 
basis  of  State  taxation  could  be  deferred  no  longer.  The  decline  in 
revenue  from  non-residents,  he  pointed  out,  would  more  than  counter¬ 
balance  any  accession  from  lands  becoming  taxable  for  the  first  time. 
There  was  no  likelihood  that  expenditures  could  be  reduced.  New 
tax  legislation  was  imperative. 

Introduction  of  General  Property  Tax 

Thus  advised  and  anxious  to  improve  the  market  for  internal 
improvement  bonds,  the  legislature  in  February,  1839,  adopted  a 
new  revenue  law,  generalizing  the  tax  on  property.  Whereas  only 
enumerated  types  of  property  were  taxable  under  earlier  laws,  the 
statute  of  1839  made  buildings  and  improvements  and  all  kinds  of 
personal  property  taxable  along  with  lands,  regardless  of  ownership,1 


1  Excepting,  of  cburse,  when  specifically  exempted  for  designated  classes  of  owners. 
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and  at  the  same  rates.  The  distinction  between,  property  taxable  for 
State  purposes  and  that  taxable  for  local  purposes  was  abandoned. 
A  statutory  maximum  was  fixed  for  county  rates ;  the  State  rate  was 
left  subject  to  readjustment  from  year  to  year. 

When  the  general  property  tax  was  introduced  Illinois  looked 
forward  to  “a  season  of  prosperity  and  plenty/’  but  within  a  few 
months  there  was  a  renewal  of  the  economic  depression  which  pre¬ 
vailed  in  1837-38.  The  State  had  been  engaged  for  several  years  in 
building  the  Illinois  and  Michigan  Canal  and  an  extensive  program  of 
internal  improvements.  Work  on  these  projects  was  beset  with  finan¬ 
cial  difficulties,  and  their  abandonment  seemed  unavoidable.  In  the 
face  of  general  depression,  the  banks  in  which  the  State  was  a  major 
stockholder,  and  upon  which  it  depended  for  the  custody  of  its  funds 
and  maintenance  of  its  credit,  were  unable  to  redeem  their  notes  in 
specie.  The  credit  of  the  State  vanished,  so  that  the  former  practice 
of  borrowing  anew  to  meet  interest  obligations  was  no  longer  avail¬ 
able.  In  the  light  of  these  developments,  the  adoption  of  the  general 
property  tax,  though  vigorously  protested,  proved  a  timely  innova¬ 
tion.  It  was  not  adequate — and  probably  no  revenue  system  could 
have  been  adequate — to  prevent  temporary  defaults  on  State  in¬ 
debtedness  during  the  early  1840 ’s;  but  when  this  period  of  funding, 
refunding,  and  general  clarification  of  State  finances  came  to  an  end, 
it  was  evident  that  repudiation  had  been  avoided  only  through  the 
general  tax.  It  was  evident,  moreover,  that  this  tax  was  the  only 
available  means  of  assuring  ultimate  repayment  of  outstanding  obli¬ 
gations  while  maintaining  governmental  services.  Hence  the  consti¬ 
tution  of  1848  included  a  mandatory  provision  for  an  annual  levy 
for  debt  service. 


The  Illinois  Central  Charter  Tax 

By  this  time  the  earlier  rapid  rate  of  settlement  and  economic 
development  had  been  renewed.  Further  financial  aid  for  the  State 
was  received  indirectly  from  the  Federal  government,  in  the  form 
of  a  grant  of  land  for  a  central  railroad.  The  lands,  comprising 
2,595,000  acres  to  which  was  added  a  right  of  way  over  State  prop¬ 
erty,  were  turned  over  to  the  Illinois  Central  Railroad  Company,  with 
a  permanent  exemption  of  its  charter  lines  from  all  State  and  local 
taxes,  in  exchange  for  a  pledge  of  7  per  cent  of  the  gross  receipts  of 
these  lines  in  perpetuity.1  Building  of  the  railroad  stimulated  fur¬ 
ther  general  exploitation  of  resources  and  thus  helped  to  enlarge  the 
assessment  basis  for  the  general  property  tax,  but  the  7  per  cent  tax 
itself  was  more  immediately  important.  Beginning  in  1855  the  Illi¬ 
nois  Central  Company  made  payments  into  the  treasury  that 
amounted  in  some  years  to  15  per  cent  of  all  State  revenues;  the 
use  of  this  additional  income  for  retiring  State  debt  shortened  by 
many  years  the  period  of  liquidation.  Moreover,  development  of  the 
country  enlarged  the  revenues  of  the  now-completed  Illinois  and 
Michigan  Canal.  This  enterprise  was  in  the  custody  of  trustees  who 
devoted  its  earnings  to  repaying  the  money  borrowed  for  construction, 


1  The  7  per  cent  rate  is  the  minimum  provided  by  the  charter.  Cf.  infra ,  p.  44. 
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but  increased  income  gave  promise  that  the  trusteeship  could  soon 
be  ended  and  the  Canal  taken  back  by  the  State.  By  1857  Illinois 
governors  were  predicting  confidently  that  within  a  decade  the  State 
would  be  enabled  to  give  up  forever  its  levy  on  property,  defraying 
all  ordinary  expenses  and  supporting  a  variet}r  of  “charitable  and 
beneficial  objects”  from  the  proceeds  of  the  Illinois  Central  tax  and 
net  earnings  of  the  Canal. 

Expansion  of  State  Activities 

The  dream  of  a  State  government  which  could  function  “without 
resort  to  taxation  of  any  kind”  was  destined  to  frustration  only  less 
violent  than  earlier  dreams  of  the  same  character.  This  time  it  was 
not  a  collapse  of  credit  generally  nor  a  stagnation  of  enterprise  that 
prevented  the  achievement,  but  rather  the  expansion  of  State  expendi¬ 
tures  at  a  rate  which  exceeded  the  increase  of  non-tax  revenues.  Re¬ 
duction  in  the  tax  on  property  did,  indeed,  seem  feasible1 2,  and  the 
legislature  in  February,  1861,  substituted  a  special  low  rate  for  all 
State  taxes  on  property,  excepting  the  distributive  school  tax,  for  the 
years  1861  and  1862.  In  April,  Civil  War  broke  out,  calling  for  large 
immediate  outlays  when  the  State  was  without  funds.  Borrowing 
was  inescapable.  Nevertheless,  the  new  obligations  were  not  large  in 
proportion  to  the  ultimate  resources  of  the  State,  and  more  than  half 
of  all  Illinois  State  expenditures  made  directly  on  account  of  the  war- 
were  repaid  by  the  central  government  before  1866.  It  was  not  the 
war  directly  which  destroyed  the  dream  of  a  taxless  State :  it  was  the 
burdens  left  by  the  war  and  the  social  readjustments  which  it  initiated 
or  inspired. 

There  was  rapid  expansion  of  State  activities  during  the  years 
following  the  Civil  War.  In  the  first  decade  the  University  and  a 
second  normal  school  were  founded,  and  a  reformatory,  southern 
penitentiary,3  institution  for  the  feebleminded,  two  new  hospitals,  a 
home  for  soldiers’  orphans,  and  other  units  were  added  to  the  small 
pre-war  group  of  State  welfare  institutions.  In  this  period,  also,  the 
State  embarked  upon  regulation  of  public  utility  rates  and  service, 
inspection  of  grain,  and  other  regulatory  activities.  The  board  of 
public  charities,  entomological  survey,  and  natural  history  museum 
were  innovations  of  this  post-war  decade.  A  new  constitution  was 
adopted  in  1870,  with  provisions  foreshadowing  extension  of  State 
administration  in  a  variety  of  fields.  While  all  these  additions  were 
made  to  activities  and  physical  plant,  there  were  corresponding  addi¬ 
tions  to  old  institutions  and  corresponding  enlargement  of  the  scale  of 
old  activities.  After  1875  development  was  less  rapid,  but  the  trend 
persisted. 

Elimination  of  State  taxes  was  incompatible  with  this  growth  of 
State  responsibilities.  Some  new  undertakings,  such  as  grain  inspec¬ 
tion,  supported  themselves  entirely;  others,  such  as  the  State  Uni- 

1  It  should  be  remarked,  however,  that  this  situation  resulted  largely  from  disinclination 
of  bondholders  to  take  partial  payments,  causing  the  debt  fund  to  accumulate  in  the  treasury. 

2  All  military  expenditures  by  the  State  during  1S61-66  amounted  to  $4,173,000,  of  which 
$2,624,000  were  refunded  by  the  central  government  during  the  same  years.  See  below  p.  62. 

3  First  provision  for  the  penitentiary  was  ineffective,  however ;  actual  establishment  was 
after  1877. 


Illinois  Revenue  System,  1818-1936 


15 


versify,  normal  schools,  and  even  the  reformatory  and  hospitals  for 
the  insane,1  were  partially  self-sustaining;  but  the  general  tendency 
was  toward  increased  reliance  upon  taxation. 

Changes  in  the  Property  Tax 

Meanwhile,  the  defects  of  the  general  property  tax  were  becoming 
more  sharply  pronounced.  Competitive  undervaluation  by  local 
assessors  had  resulted  in  a  decline  of  25  per  cent  in  aggregate  assessed 
valuations  between  1857  and  1862,  at  a  time  when  Illinois  was  enjoy¬ 
ing  rapid  growth.  There  was  a  marked  recovery  immediately  follow¬ 
ing  the  war,  but  this  was  short-lived.  Not  until  1907  did  the  aggregate 
of  assessments  equal  the  peak  that  was  reached  in  1873. 2 

The  assessment  peak  of  1873  occurred  in  the  first  year  after  adop¬ 
tion  of  a  new  and  extensive  revenue  code,  revising  earlier  assessment 
laws  and  giving  the  State  board  of  equalization  duties  of  original  as¬ 
sessment  for  a  few  classes  of  property.  This  board  had  been  created  in 
1867  to  mitigate  inequalities  which  resulted  from  application  of  a  uni¬ 
form  State  rate  upon  assessments  that  varied  widely  in  their  relation¬ 
ship  to  full  values.  It  could  not  add  omitted  property  to  the  tax  rolls 
or  take  other  steps  that  would  extend  the  aggregate  or  broaden  the  tax 
base ;  it  could  only  manipulate  county  totals,  thereby  shifting  to  coun¬ 
ties  with  low  assessment  ratios  some  part  of  the  State  levy  that  would 
otherwise  fall  on  counties  with  higher  ratios.  The  new  assignments  in 
1872  included  assessment  of  designated  classes  of  railroad  property 
and  the  capital  stock  of  corporations,  but  there  was  no  grant  of  power 
to  supervise  or  control  assessments  by  local  officials.  Composed  of  25 
members  elected  from  State  senatorial  districts,  the  board  itself  was 
not  a  suitable  administrative  agency  for  making  assessments  by  any 
but  logrolling  methods ;  neither  was  it  so  constituted  that  it  could  pass 
judiciously  upon  the  comparative  degree  of  underassessment  in  dif¬ 
ferent  counties.  It  was  of  slight  assistance,  therefore,  in  correcting 
the  administrative  deficiencies  of  the  property  tax  system. 

Unchecked  by  any  statewide  standards,  local  assessors  continued 
their  competitive  undervaluation  and  non-assessment.  With  the  State 
depending  largely  and  all  lesser  governments  depending  wholly  upon 
this  form  of  taxation,  and  with  the  assessment  roll  shrinking  as  the 
wealth  of  the  community  increased,  there  was  soon  a  severe  maldis¬ 
tribution  of  tax  burdens.  Proposals  for  tax  reform  were  pressed  upon 
the  general  assembly  throughout  the  1870 ’s,  but  the  only  tangible 
result  of  this  movement  was  the  establishment  of  an  interim  revenue 
commission  in  1885,  the  first  in  the  history  of  Illinois.  This  body 
drafted  a  new  revenue  law  providing  for  separation  of  State  and  local 
revenue  sources  and  a  State  tax  commission  to  supervise  the  adminis¬ 
tration  of  proposed  State  taxes  on  utility  company  gross  receipts  and 
of  local  ad  valorem  taxes,  but  there  were  no  statutory  results. 


1  The  reformatory  derived  some  revenue  from  the  sale  of  inmates’  labor ;  the  hospitals, 
from  charges  against  counties. 

2  In  1899  and  later  years  to  1909  assessments  were  at  a  statutory  ratio  of  one-fifth  of  full 
value,  whereas  in  1873  the  statutory  ratio  was  100  per  c'ent.  In  terms  of  statutory  full  value, 
therefore,  the  peak  of  1873  was  reached  and  surpassed  in  1899,  but  not  earlier. 
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New  Taxes  and  Administrative  Changes 

Indeed,  the  first  real  change  in  the  revenue  system  as  a  whole  was 
the  addition  of  a  progressive  inheritance  tax  in  1895 — a  concession  to 
Governor  Altgeld’s  otherwise  unsuccessful  campaign  for  reform  of  the 
taxing  system,  which  he  denominated  “a  gigantic  fraud”  and  “a 
giant  of  injustice.”  The  next  change  was  the  addition  of  the  motor 
vehicle  license  tax,  begun  at  a  uniform  low  rate  for  all  vehicles  in  1907 
and  altered  to  a  graduated  fee  in  1911.  A  special  tax  commission  re¬ 
examined  the  State  revenue  system  in  1910  and  again  condemned  it. 
An  advisory  referendum  in  1912  indicated  that  a  constitutional  amend¬ 
ment  for  the  classification  of  property  might  be  received  favorably. 
Still  there  was  no  reform  either  in  the  revenue  system  or  in  its  details. 
In  1919  existing  taxes  on  the  gross  premium  receipts  of  some  classes 
of  insurance  companies  were  replaced  by  a  privilege  tax  on  such  re¬ 
ceipts  of  all  insurance  companies  incorporated  outside  Illinois,  and 
corporation  filing  fees  were  replaced  by  an  annual  low-rate  tax  meas¬ 
ured  by  the  capital  stock  or  business  of  corporations,  other  than  insur¬ 
ance  companies,  operating  in  Illinois.  Administration  of  the  general 
property  tax  was  modified  in  some  small  degree  by  substitution  of  a  tax 
commission  with  extensive  supervisory  authority  in  the  place  of  the 
now  discredited  board  of  equalization.  Other  aspects  of  administrative 
organization  and  procedure  were  not  affected,  and  they  continued  in 
substantially  the  form  they  had  attained  in  the  first  two  decades  of 
the  general  property  tax. 

As  late  as  1927  the  general  property  tax  was  the  central  element 
of  the  State  revenue  system,  supplying  46  per  cent  of  all  net  revenues. 
Into  the  next  few  years  were  telescoped  more  extensive  changes  in 
the  State  fiscal  system  than  had  occurred  in  all  the  preceding  period  of 
statehood.  A  series  of  interim  commissions  and  unofficial  or  semi¬ 
official  investigations  produced  programs  for  fundamental  reforms  in 
the  tax  system  and  particularly  in  the  taxation  of  property.  Neverthe¬ 
less  the  general  property  tax  itself  was  not  altered:  it  was  merely 
relegated  to  a  lesser  place  among  State  revenue  sources,  and  in  1933, 
1934,  and  1935  the  State  levy  was  omitted  entirely.* 1  It  continued  as 
the  main  element  in  the  system  of  local  finances. 

Gasoline  Tax  and  Retailers'  Tax 

Two  major  additions  to  the  revenue  system  were  made  and  a  third 
one  was  attempted  between  1927  and  1935.  The  earliest  was  the  motor 
fuel  tax,  adopted  in  1927  but  declared  unconstitutional  on  technical 
grounds  and  re-adopted  successfully  in  1929  at  a  higher  rate.  This 
tax  immediately  rivaled  the  property  tax  in  annual  yield,  bringing  in 
$28,200,000  in  1931,  whereas  the  highest  previous  receipts  of  general 
property  taxes  were  $34,400,000  in  1927. 2  From  the  beginning,  how¬ 
ever,  the  State  kept  only  two-tliirds  of  the  gasoline  tax,  apportioning 

1  The  State  rate  may  be  re-imposed  in  any  year,  unless  a  constitutional  change  prohibits. 
The  State  rate,  if  any,  is  determined  in  December  of  each  year  and  applies  to  the  assessment 
for  that  year. 

1  Cf.  Table  7.  Property  tax  receipts  were  $36,400,000  in  1931  (the  highest  in  any  year), 

but  these  resulted  from  delayed  collections  in  Cook  County  balancing  low  receipts  in  1929  and 
1930. 
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one-tliircl  among  the  counties.  In  1933  another  third  was  allotted  to 
municipalities,  the  State  retaining  only  one-third  of  the  net  yield.1  All 
collections  were  nominally  pledged  for  highway  purposes,  but  succes¬ 
sive  diversions  from  the  counties’  share  were  granted  for  financing 
emergency  unemployment  relief  or  the  debt  service  for  such  relief. 
Until  1934  the  share  of  the  State  was  not  actually  diverted  from  road 
construction  and  maintenance,  but  a  substantial  treasury  balance  was 
accumulated  and  this  was  used  as  a  revolving  fund  to  finance  State 
activities  generally  during  1931-33,  when  the  State  was  financially  em¬ 
barrassed.2  In  1934-35  one-third  of  the  net  collections  of  gasoline 
taxes,  comprising  an  equal  fraction  of  the  shares  of  the  State,  counties, 
and  cities,  was  diverted  from  highway  purposes  and  used  to  provide 
special  aid  to  school  districts  throughout  the  state,  enabling  many  of 
them  to  continue  operations  which  had  been  seriously  endangered  by 
the  falling  off  of  revenues. 

The  second  major  innovation  was  the  retailers’  occupation  tax, 
adopted  in  1933  as  a  temporary  measure  and  given  permanent  applica¬ 
tion  in  1934.  This  legislation  was  preceded  by  several  events  that  are 
significant  in  the  fiscal  history  of  the  State.  In  1930  the  voters  con¬ 
sidered  for  the  fifth  time3  an  amendment  to  the  revenue  article  of  the 
constitution.  This  time  the  amendment  was  rejected  by  a  majority  of 
those  who  voted  on  it ;  in  earlier  elections  failure  to  carry  was  the 
result  of  the  tacit  negatives  of  voters  who  did  not  mark  their  ballots. 
The  rejected  amendment  would  have  given  the  legislature  a  broad 
measure  of  discretion  in  altering  the  tax  laws.  It  would  have  per¬ 
mitted  both  a  classified  property  tax  and  a  tax  on  personal  net  income, 
stipulating  only  that  if  a  net  income  tax  were  enacted  the  State  could 
retain  no  more  than  15  per  cent  of  the  revenue  unless  the  restriction 
was  lifted  by  a  two-thirds  majority  of  each  legislative  chamber.  With 
this  amendment  rejected,  the  constitutionality  of  a  personal  net  income 
tax  was  uncertain.  At  a  special  session  early  in  1932  such  a  tax  was 
enacted  with  mildly  progressive  rates  and  provision  for  partial  offset 
of  property  taxes  against  income  taxes.  The  State  supreme  court 
found  the  law  invalid,  as  violating  the  uniformity  rule  of  the  constitu¬ 
tion,  and  it  was  generally  concluded  that  any  legislation  attempting  to 
tax  personal  net  income  at  graduated  rates  must  be  authorized  by  con¬ 
stitutional  changes.  The  history  of  previously  proposed  amendments 
indicated  that  such  change  was  not  soon  to  be  expected;  it  became 
still  more  remote  when  a  proposal  for  a  constitutional  convention 
failed  at  the  polls  in  1934. 

With  progressive  income  taxation  ruled  out,  the  State  turned  to 
comprehensive  sales  taxes.  The  first  enactment  in  this  field,  a  3  per 
cent  tax  on  gross  receipts  from  retail  sales  of  tangible  goods,  was 
adopted  early  in  the  legislative  session  of  1933  and  became  effective 
April  1,  but  within  six  weeks  it  was  declared  invalid  by  the  State 
smpreme  court  because  of  attempted  exemption  of  farmers’  sales  of 
their  own  produce  and  of  gasoline  already  taxed  under  the  motor 

1 1,  e.,  after  deducting  administrative  expenses. 

2  The  fund  was  used  by  the  device  of  borrowing  from  it  on  tax  anticipation  warrants  issued 
against  other  treasury  funds.  See  below,  p.  79. 

3  Not  counting  the  referendum  on  the  new  constitution  rejected  in  1922. 
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Illinois  Tax  Commission 


fuel  tax.1  Before  the  end  of  the  session  a  new  act  was  adopted  im¬ 
posing  a  retailers’  occupation  tax  of  2  per  cent  upon  gross  receipts 
from  sales  of  tangible  goods  at  retail.  This  law  the  court  upheld,  and 
it  was  the  revenue  thus  obtained-  that  enabled  the  State  to  omit  its 
levies  upon  property  in  1933,  1934  and  1935,  as  well  as  to  meet  its 
relief  obligations  of  those  years  without  resort  to  tax  anticipation 
borrowing. 

In  fact,  the  reserves  in  the  gasoline  tax  fund  and  the  addition  of 
the  retailers’  tax  enabled  the  State  to  come  out  of  the  period  of  de¬ 
pression  in  stronger  condition  financially  then  when  it  entered.  The 
personal  net  income  tax  was  not  designed  to  yield  revenues  for  gen¬ 
eral  State  purposes,  excepting  that  it  would  have  displaced  the  levy 
for  the  common  school  distributive  fund2  and  would  thereby  have 
enabled  the  State  to  increase  somewhat  its  property  levies  for  other 
purposes  if  this  proved  necessary.  The  first  sales  tax  likewise  was 
not  intended  to  finance  State  activities  directly,  but  it  was  designed  to 
lighten  local  government  levies  on  property  for  school  and  unemploy¬ 
ment  relief  purposes,  so  that  this  tax  also  might  have  facilitated  in¬ 
crease  of  the  State  rate.  The  retailers’  tax  was  devoted  during  the 
first  six  months  to  emergency  unemployment  relief ;  thereafter  it  was 
used  to  displace  entirely  the  State  levies  on  property.  Despite  eco¬ 
nomic  depression,  the  yield  in  the  first  year  was  $32,000,000.  At  the 
same  time  collections  from  earlier  levies  upon  property  were  flowing 
into  the  treasury;  in  fact,  omission  of  the  1933  levy  did  not  affect 
treasury  receipts  until  the  summer  of  1934,  and  half  the  effects  were 
postponed  even  further  by  the  fact  that  Cook  County  was  nearly  a 
year  behind  other  counties  in  its  collection  schedule.  This  combina¬ 
tion  of  circumstances  with  curtailment  of  operating  expenditures  and 
outlays  gave  the  State  a  firm  position  in  1935.  This  strength  was 
enhanced  by  substantial  revenues  accruing  from  taxation  of  beer, 
wines  and  spirituous  liquors  under  the  laws  enacted  immediately  fol¬ 
lowing  the  repeal  of  national  prohibition  in  1933.  These  taxes  were 
yielding  revenues  at  a  rate  promising  to  exceed  $7,000,000  a  year — 
a  greater  yield  than  from  all  franchise  taxes  on  corporations3  or 
premium  taxes  on  insurance  companies.  The  retailers’  occupation 
tax  and  the  beverage  and  liquor  taxes,  like  the  gasoline  tax,  had  the 
special  advantages  that  they  brought  in  taxes  currently,  in  monthly 
payments  and  with  little  delinquency,  and  that  they  relieved  the 
State  from  its  dependence  upon  local  administrative  officials. 

4 

Legislation  of  1935 

The  fiscal  strength  of  the  State  during  1935  was  not  great 
enough,  however,  to  permit  taking  over  enlarged  responsibility  for 
financing  unemployment  relief  in  conformity  with  policies  formulated 
by  the  Federal  Emergency  Relief  Administration.  To  meet  this 
special  and  what  was  hoped  to  be  a  temporary  need,  as  well  as  to  ob¬ 
tain  the  funds  as  quickly  as  possible  in  order  that  relief  need  not  be 


1  There  was  also  an  unconstitutional  form  of  appropriation  of  the  proceeds. 

2  Any  further  yield  would  have  displaced  local  levies  for  school  purposes. 

8  The  corporate  excess  tax,  which  is  part  of  the  general  property  tax,  is  not  included  here. 


Table  4. 

Illinois  Property  Tax,  as  op  July  1,  1936, 


Subject 

matter 


Beal  estate 


Personal 

proper¬ 

ty 


Railroad 
track  and 
rolling 
stock. 


Capital 
stock  of 
domestic 
corpora¬ 
tions 


Building 
and  loan 


Basis 
of  tax 

Measure 
of  tax 

Legal  as¬ 
sessment 
ratio 

Assess¬ 

ment 

day 

Date  re¬ 
turn  due 

With 

whom 

listed 

Listed 

by 

Where 
listed 
and  taxed 

Penalty 
for  non¬ 
listing 

Assess¬ 
ment  by 

Administra¬ 
tive  review 
of  assess¬ 
ment  by 

Extent  of  ad- 
ministrative 
review 

Equalization 

Levy 

Rate 

Collec¬ 
tion  by 

Payment 

Delinquent 

date 

Penalty  af¬ 
ter  delln- 
iuent  date 

Euforoa.ueut  of  payment 

Distribution 

Legal  citation 

(Smith-Hurd. 
Annotated  Statutes) 

Local 

State 

State 

Local 

All  real  property 
in  State  with  cer¬ 
tain  exemptions.' 

Fair  cash  value 
of  taxable  real 
property,  equal¬ 
ized  (i.e.,  ad¬ 
justed  to  a  more 
or  less  uniform 
percentage  of 
full  value).  No 
deduction  for 
indebtedness. 

100% 

(actual 
ratio  is 
much  less) 

April  1 

April  V 

Local 

assessor* 

County 

clerk 

Location  of 
property. 

Board  of  re¬ 
view  may 
list  omit¬ 
ted  proper¬ 
ty. 

Local  as¬ 
sessors* 

Board  of  re¬ 
view  except 
in  Cook  Coun¬ 
ty.  In  Cook 
County,  board 
of  appeals. 

3oard  of  review 
may  raise  or 
lower  entire 
assessment  or 
any  part  there¬ 
of.  May  also 
correct  indi¬ 
vidual  assess¬ 
ments  on  com¬ 
plaint.  Board  of 
appeals  (Cook 
County)  may  con¬ 
sider  individual 
complaints  only 

Board  of  re¬ 
view  (ex¬ 
cept  in 
Cook)  may 
equalize 
between 
townships 
or  parts  of 
county. No 
restriction 

Tax  Commission 
may  lower  or 
raise  assessment 
of  all  property 
in  any  county 
not  to  exceed 

10%  of  total  as¬ 
sessment  of 

State.  May  not 
reduce  aggregate 
State  assessment; 
and  may  not  in¬ 
crease  it  more  than 
necessary  to  a 
just  equalization. 

By  legis¬ 
lative 
author¬ 
ity  of 
various 
govern¬ 
ments. 

Fixed  ac¬ 
cording 
to  budg¬ 
et  needs 
of  State 
and  lo¬ 
cal  gov¬ 
ernments. 

County 

collec¬ 

tors 

through 
town  aud 
deputy 
collec¬ 
tors.4 

Annual,  pay¬ 
able  in 
two  install¬ 
ments  at 
option  of 
taxpayer. 

First  install¬ 
ment  Juue  1, 

2nd  install¬ 
ment  Sept.  1, 
excepting 
in  Cook 

County.4 

%  per 
month 

Collector  may  solzo  and  sell  personal 
property  of  the  real  estate  owner.4 
Other  procedures:  Application*  by 
county  collector  to  county  court  for 
judgment  and  order  for  sale;  if 
property  la  sold  at  tax  sale,  owner 
may  redooiuwithin  2yoars,proporty 
not  sold  is  forfeited  to  Stato, 
subject  to  redemption  or  to  sale 
folio  wed  by  redemption, andsubject 
to  right  of  county  board  or  munici¬ 
pal  corporations  to  Institute  ac¬ 
tions  of  debt.  Incomo-producing 
property  may  bo  put  uudor  recol  vor- 
ship  of  county  oolloctor.  Lien  for 
taxes  may  bo  foreclosed  whenever 
taxes  for  2  or  more  years  ou  same 
description  of  property  have  boou 
forfeited  to  State. 

Part,  accord¬ 
ing  to  Stato 
levy  if  any. 
(No  Stato 
levy  in 
i  133,  1934 
aud  1935.) 

Part  ac¬ 
cording 
to  levy 
of  each 
local 
govorn- 
mout. 

C.  120,  secs.  1,2,4, 

50,  62-75,  80,  81, 
89-04,90,99-120, 
123,124,  120, 127, 142, 
143,149-157,159,160, 
102  100,168  2380, 

240,  241,  249 -253b, 
250,  200-203, 200,  208, 
280 -203,  300-308,  308- 
323,  325-358, 358-370, 
372. 

All  tangible  per¬ 
sonal  property 

In  Illinois  not 
otherwise  exempt/ 
all  intangible 
property  which  Is 
not  exempt®  and 
which  (a)  has 
business  situs  iu 
Illinois  or  (b) 
belongs  to  a  res¬ 
ident  and  does 
not  have  business 
situs  elsewhere. 

Fair  cash  value 
of  taxable  per¬ 
sonal  property, 
equalized  (i.e., 
adjusted  to  a 
more  or  less 
uniform  percent¬ 
age  of  full 
value).  Deduc¬ 
tion  of  bona 
fide  current 
debts  from  cur¬ 
rent  credits. 

00% 

(actual 
ratio  is 
much  less) 

April  1 

June  l1* 

Local 

assessor* 

Owner 

or 

agent 

At  residence 
of  owner 
with  cer¬ 
tain  ex- 
ceptions.*® 

50% 

crease  in 

assess- 

ment.“ 

Local  as¬ 
sessors* 

Board  of  re¬ 
view  except 

In  Cook; 
board  of 
appeals  in 

Cook. 

3ame  as  real  es¬ 
tate. 

Same  as  real 
estate. 

Same  as  real  es¬ 
tate.  Enumerated 
property  con¬ 
sidered  by 
classes. 

Same  as 
real  es¬ 
tate 

Same  as 
real  es¬ 
tate 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

June  1,  ex¬ 
cepting  in  Cook 
County,  where 
date  is  same  as 
for  first  install¬ 
ment  of  real  es¬ 
tate  taxes.4 

1%  per 
month 

Oolloctor  may  seizo  aud  sell  goods 
and  chattels;  may  apply  for  Judg¬ 
ment  against  real  estate  of  person 
owmg  personal  property  tax  if  the 
tax  caunot  be  made  out  of  per¬ 
sonalty.  Or  oouuty  board  may  in¬ 
stitute  an  action  of  debt.  Clerk  to 
add  uucolloctod  lax  to  porsouni 
property  tax  of  any  later  year. 

Same  as  real 
estate. 

Samo  ns 
roul 
ostato. 

0. 120,  secs.  1-3,6-29, 
34,  35,  38,  57-01,  63, 
82-90, 101-120, 123- 
127,142  149, 152-159, 
101-106, 100,171,218, 
218-226, 228-237,  230- 
241,  252,  281,  200, 
280-280, 293-306. 372. 

Track  and  rolling 
stock  of  steam  and 
electric  railroads 
except  street 
railways. 

Fair  cash  value 
of  right  of  way 
aud  structures 
thereon  and 
rolling  stock, 
equalized  (i.e., 
adjusted  to  a 
more  or  less 
uniform  percent¬ 
age  of  full 
value). 

100%  (ac¬ 
tual 
ratio  is 
much  less) 

April  1 

June  1“ 

Tax  Com¬ 
mission; 
also 
county 
clerk. 

Officers 
of  rail¬ 
road 

Counties 
where  track 
is  located. 
Assessment 
apportioned 
on  mileage 
basis. 

50%  in¬ 
crease  in 
assess¬ 
ment.** 

Also 
$1,000  to 
$10,000 
fine. 

Tax 

Commis¬ 

sion. 

Tax  Com¬ 
mission. 

Tax  Comission 
may  correct  in¬ 
dividual  as¬ 
sessments. 

None 

By  Tax  Commis¬ 
sion.  Must  be 
considered 
separately. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual; 
railroad 
track  pay¬ 
able  in  two 
install¬ 
ments; 
rolling 
stock  in 
one  pay¬ 
ment. 

Rolling  stock 
and  first  in¬ 
stallment  on 
railroad  track, 
June  1;  second 
installment  on 
railroad  track, 
Sept.  i.*» 

1%  per 
month 

Railroad  trade  same  as  real  ostato. 
rolling  stock  samo  os  porsoualty. 

Samo  as  real 
ostato. 

Samo  as 
real 
estate. 

C.  120,  socs. 

44-50,  347. 

Intangibles  of 
domestic  cor¬ 
porations. 

Aggregate  value  of 
the  corporation 
as  a  going  con¬ 
cern,  equalized 
(i.e.,  adjusted 

100%  (ac¬ 
tual 
ratio  is 
much  less) 

April  1 

June  l11 

Tax  Commis¬ 
sion  for 
corpora¬ 
tions 

assessed  by 

Officers 
of  cor¬ 
poration. 

At  place  of 
principal 
business.*1 

50%  in¬ 
crease  in 
assess¬ 
ment. “ 

Tax  Com¬ 
mission, 
except 
certain 
corpora- 

Tax  Commis¬ 
sion  for 
corporations 
assessed  by 
it;  board  of 

Tax  Commission 
may  correct  in¬ 
dividual  as¬ 
sessments  made 
by  it;  board 

None,  of 
corporations 
assessed 
by  Tax 
Commls- 

By  Tax  Commis¬ 
sion.  Must  con¬ 
sider  capital 
stock  as  sepa¬ 
rate  class. 

Same  as 
real  as 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

Same  as  personal 
property. 

\%  per 
month 

Same  as  personal  property. 

Same  as  real 
estate. 

Samo  as 
real 
ostato. 

0. 120,  socs. 

8,30,  37,08,339,340 
347. 

to  a  more  or  less 
uniform  percent¬ 
age  of  full  value), 
and  assessed  value 
of  tangible  prop¬ 
erty  deducted.  If 
company  operates 
outside  Illinois, 
going  value  is 
allocated. 

it;  local 

assessor* 
for  others*4 

which  are 
assigned 
to  local 
asses¬ 
sors.*4 

Cook  County, 
board  of  ap¬ 
peals)  for 
corporations 
assessed  by 
local  as¬ 
sessors. 

sesses  same 
power  of  review 
of  assessment 
by  local  asses¬ 
sors  as  iu  case 
of  personal 
property. 

corporations 
same  as.  ea 
estate. 

Shares  of  stock 
of  State  and 
National  banks. 

Equalized  value  of 
shares  with  de¬ 
duction  of  as¬ 
sessed  value  of 
real  estate  owned 
in  county. 

100%  (ac¬ 
tual  ratio 
is  much 
less; 

April  1 

June  l11 

Local 

assessor* 

Officers 
of  bank. 

Location 
of  bank. 

50%  in¬ 
crease  in 
assess¬ 
ment.** 

Local 

assess- 

sors* 

Board  of  re¬ 
view  (in 

Cook  Coun¬ 
ty,  board 
of  appeals). 

Same  as  real  es¬ 
tate. 

Same  as  rea 
estate. 

Same  as  real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

Same  as  personal 
property. 

1  %  per 
month 

Same  as  personal  property. 

Saino  as  real 
estate. 

Samo  as 
real 
estate. 

C.  120,  secs. 

39-43. 

Gross  assets 
of  domestic 
life  companies. 

Equalized  value 
of  gross  assets, 
deducting  real 
estate,  tangible 
personal  prop¬ 
erty,  net  value 
of  outstanding 
policy  contracts 
and  all  other 
liabilities. 

100%  (ac¬ 
tual 
ratio  is 
much  less) 

April  1 

June  D* 

Tax  Com¬ 
mission 

Officers 
of  com¬ 
pany. 

Principal 

office 

50%  in¬ 
crease  in 
assess¬ 
ment.*1 

Tax  Com¬ 
mission 

Tax  Commis¬ 
sion 

Same  as  real  es¬ 
tate. 

Same  as  rea 
estate. 

Same  as  real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

Same  as  personal 
property. 

1  %  per 
month 

Same  as  personal  property. 

Same  as  real 
estate. 

Same  as 

real 

estate. 

C.  120,  secs. 

13,30,347. 

Net  receipts 

Gross  premiums, 
deducting  re¬ 
turned  premiums 
and  operating 
expenses. 

100%  (ac¬ 
tual 
ratio  is 
much  less 

April  1 

June  1** 

Local 

assessor* 

Agent 

At  agency 
of  company 

50%  in¬ 
crease  in 
assess¬ 
ment.11 

Local 

assess- 

sors* 

Board  of  re¬ 
view  (in 

Cook  County, 
board  of 
appeals). 

Same  as  real  es¬ 
tate. 

Same  as  rea 
estate. 

Same  as  real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

Same  as  personal 
property. 

1  %  per 
month 

Same  as  personal  property. 

Same  as  real 
estate. 

real 

estate. 

40. 

Shares  of  stock 
of  building  and 
s  loan  associations. 

Equalized  value 
of  shares  of 
stock  with  de¬ 
duction  of  as¬ 
sessed  value  of 
real  estate 
owned. 

100%  (ac¬ 
tual 
ratio  is 
much  less 

April  1 

Tune  1’* 

Local 

assessor* 

Stock¬ 

holders* 

Where 
stockholdei 
resides.  »7 

50%  in¬ 
crease  in 
assess¬ 
ment.*1 

Local 

asscss- 

sors* 

Board  of  re¬ 
view  (in 

Cook  County, 
board  of 
appeals) . 

Same  as  real  es¬ 
tate. 

Same  as  rea 
estate. 

Same  as  real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate. 

Same  as 
real  es¬ 
tate.4 

Annual,  in 
one  pay¬ 
ment. 

Same  as  personal 
property. 

\%  per 
month 

Same  as  personal  property. 

Same  as  real 
estate. 

real 

estate 

30-33. 

‘Exemptions — Property  owned  by  the  United  States,  State  of  Illinois;  prop¬ 
erty  devoted  to  public  uses  owned  by  counties,  townships,  cities,  villages,  towns, 
drainage  districts,  and  other  municipal  corporations ;  property  of  free  public 
libraries;  property  owned  and  used  exclusively  for  religious  purposes;  property 
owned  and  used  exclusively  for  charitable  purposes;  property  owned  and  used  ex¬ 
clusively  for  educational  purposes;  graveyards;  free  interstate  bridges;  property 
used  exclusively  for  agricultural,  horticultural,  mechanical  or  philosophical  purposes  ; 
property  of  military  schools  and  academies,  not  exceeding  10  acres,  if  used  ex¬ 
clusively  for  school  purposes  and  if  certain  conditions  relative  to  military  instruc¬ 
tion  are  fulfilled. 

An  Act  of  April  2,  1936,  effective  July  1  ( Laws  1935-36,  1st  spec,  sees.,  p.  — , 
sec.  32),  declares  that  fraternal  benefit  societies  operating  under  the  act  are  char¬ 
itable  and  benevolent  institutions  and  shall  be  exempt  from  all  and  every  State, 
county,  district,  municipal  and  school  tax,  other  than  taxes  on  real  estate  and 
office  equipment. 

*  This  is  the  date  at  which  the  county  clerk  is  required  to  complete  his  work 
of  preparing  lists  in  counties  other  than  Cook.  In  Cook  County  for  10  years 
following  completion  of  the  general  reaches, sment  of  1928  (i.  e.,  until  1940)  the 
lists  are  to  be  prepared  within  30  days  after  delivery  of  lisU  for  the  preceding 


year  by  the  board  of  appeals.  (Smith-Hurd,  c.  120,  sec.  289). 

*  Cook  County  has  an  elective  township  assessor ;  St.  Clair  County  has  an 
elective  board  of  assessors  of  five  members ;  in  the  remaining  83  township  counties 
there  is  an  elected  assessor  for  each  township  and  the  county  treasurer  is  ex 
officio  county  supervisor  of  assessors ;  and  in  the  17  commission  counties  the 
county  treasurer  is  ex  officio  county  assessor.  In  Sangamon  County  the  county 
clerk  is  ex  officio  township  assessor  of  Capitol  Township  (Springfield),  and  there 
is  no  elective  assessor  in  that  township. 

4  In  all  township  counties,  including  Cook,  the  county  treasurer  is  ex  officio 
county  collector;  in  the  17  commission  counties  the  sheriff  is  ex  officio  county 
collector.  Township  collectors  may  be  elected  in  townships  in  counties  of  more 
than  100,000  population,  but  only  outside  cities  of  more  than  50,000  population. 

‘In  Cook  County  the  delinquency  dates  are:  1928 — July  10.  1930;  1929— 
Mav  15,  1931  ;  1930 — June  1,  1932  1931 — 1st  installment,  April  8,  1933,  2nd, 
September  1.  1933  ;  1932— 1st,  March  1,  1934.  2nd,  July  1,  1934;  1933— 1st, 
January  1,  1935,  2nd,  Mav  1,  1935  ;  1934 — 1st,  November  1,  1935,  2nd,  March  1, 
1936;  1935 — 1st,  September  1,  1936,  2nd,  February  1.  1937;  1936 — 1st,  August  1, 
1937,  2nd,  December  1,  1937;  1937— 1st,  June  1,  1938,  2nd,  October  1,  1938  ; 
1938 — 1st,  April  1,  1939,  2nd,  September  1,  1939;  1939 — 1st,  March  1,  1940, 


2nd,  September  1  1940.  In  counties  other  than  Cook,  first  installment  of  1933 
taxes  delinquent  June  1,  1934  ;  second  installment,  August  1,  1934. 

•  This  procedure  Is  almost  never  used,  but  cf.  Durham  v.  People,  67  Ill.  414 
(1873),  and  Vocht  V.  Reed,  70  Ill.  491  (1873). 

7  Application  is  made  in  September  and  is  preceded  by  a  notice  advertised 
in  August,  excepting  that  in  Cook  County  until  1940  the  date  of  application  for 
judgment  is  to  be  designated  by  the  collector  in  his  advertisement  and  this  adver- 
ti.-ement  is  to  be  published  not  sooner  than  10  nor  more  than  60  days  after  the 
date  when  all  unpaid  real  estate  taxes  become  delinquent. 

8  Exemptions  same  as  in  footnote  1  above. 

9  Intangible  property  which  is  exempt  in  the  hands  of  owners:  State  and 
national  bank  shares  (when  tax  paid  by  bank);  stock  of  Illinois  corporations 
(except  building  and  loan  corporations)  ;  Federal  bonds  and  notes. 

10  Tangible  personal  property  is  listed  and  taxed  where  it  is  located  if  con¬ 
nected  with  a  farm,  a  business,  or  in  the  custody  of  another  party.  Intangible 
property  if  owned  by  a  resident  is  always  listed  and  taxed  at  the  owner  s  resi- 
aence,  unless  In  the  control  of  another  party.  Intangible  property  belonging  to 
non-residents  or  foreign  corporations  is  listed  and  taxed  at  the  place  where  such 
property  is  used  in  business  in  Illinois. 


u  The  penalty  for  refusal  to  swear  to  a  return  to  likewise  a  60%  increase  In 
the  assessment.  Swearing  falsely  is  classified  as  perjury  and ,  pu?3£“\i!, 

(S -H  c  120  secs  61,  298).  In  addition  the  revenue  act  provides  that  the 
maker’ of' a  false  or  fraudulent  return  shall  be  subject  to  a  One  up  to  »o,000  or 
imprisonment  up  to  one  year  or  both  {ibul.,  secs.  OO,  3J4).  t 

“There  is  no  provision  expressly  fixing  for  returns  of  personal  property  to 
the  local  assessor  in  Cook  County  a  different  date  from  that  applying  to  other 
counties,  but  since  1928  (he  date  ha^  been  different  in  actua I^dufe* 
line  is  announced  bv  the  Cook  County  as'essor  when  he  distributes  blank  scneuuie*. 
'ir,e  2  Excepting^  that  in  <*ok  CounYy  the  dates  .for  railroad  track  are  a*  given  in 

KO**«Ct.,0bundS5f  2FC  »'"•£  £Pro“0U1ea0«r8^^es!0r.„r^ 

po“ti“S“?or8cSld  ,“S"tprinPti,'rl'ewspaperr  ^WtoMng.  ^  brc«l,ng  “* 

ment  is  allocated  to  the  counties  according  “  ihn';1“g'gb“^n.rcsident 

"  SSHLi'  rrMir:  are  listed  and  as~~d 

at  the  place  where  the  association  does  business. 
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suspended  or  curtailed,  the  legislature  provided  for  an  increase  of 
the  retailers’  occupation  tax  from  2  to  3  per  cent,  the  increase  to  be 
effective  from  July  1,  1935,  until  January  1,  1937.  In  addition,  a 
similar  occupational  tax  was  imposed  upon  public  utilities,  which  had 
been  excepted  from  the  retailers’  tax  by  a  decision  of  the  State 
supreme  court.  Applying  to  the  intrastate  gross  receipts  of  water, 
gas,  and  electric  companies  from  sales  for  domestic  or  commercial 
consumption,  and  to  all  intrastate  gross  receipts  of  telegraph  and 
telephone  companies,  this  tax  was  imposed  at  a  rate  of  3  per  cent,  to 
be  reduced  to  2  per  cent  January  1,  1937.  While  the  3  per  cent  rates 
continue,  the  entire  yield  of  the  public  utility  tax  and  one-third  of 
the  yield  of  the  retailers’  tax  are  pledged  to  unemployment  relief. 

The  results  of  tax  legislation  in  1935  are  reflected  in  Tables  4  and 
5,  which  set  forth  detailed  outlines  of  the  revenue  system  as  of  July  1, 
1936. 1  Table  4  covers  the  legal  provisions  relating  to  assessment, 
levy,  and  collection  of  various  elements  of  the  general  property  tax. 
Table  5  presents  similar  information  for  other  taxes,  licenses,  and  fees 
imposed  by  the  State.  The  tables  do  not  cover  provisions  of  local  or¬ 
dinances  imposing  local  taxes,  licenses,  or  fees. 


The  tables  are  equally  applicable  as  of  July  1,  1935,  excepting  for  minor  changes  in  insur¬ 
ance  taxes,  an  exemption  provision  for  fraternal  benefit  societies,  effective  July  1,  1936,  and 
Ranges  in  motor  vehicle  taxes  effective  January  1,  1936.  For  similar  tables  as  of  January  1, 
1935,  cf.  Tax  Commission,  15th  Annual  Report,  1933 ,  inserts  facing  pp.  44  and  46. 
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State  and  Local  Relationships 

Local  units  of  government  contributed  only  a  small  percentage 
of  all  expenditures  for  unemployment  relief,  but  so  far  as  these  units 
did  share  in  supporting  this  extraordinary  function  the  burden  lay 
upon  county  and  township  governments.  Upon  many  of  them  it 
rested  heavily,  especially  since  their  ordinary  revenues  from  property 
taxes  shrank  as  assessments  declined  and  delinquencies  rose.  Part  of 
the  contribution  to  unemployment  relief  was  met  by  diversions  of  the 
counties’  shares  of  the  gasoline  tax  and  in  some  instances  by  borrow¬ 
ing  either  directly  or  on  State-guaranteed  bonds,  or,  as  in  Cook 
County,  by  borrowing  in  both  ways. 

Nearly  all  local  units  were  hard-pressed  to  avoid  undue  curtail¬ 
ment  of  their  ordinary  governmental  operations.  The  general  prop¬ 
erty  tax  was  their  only  important  source  of  revenue ;  on  it  they  de¬ 
pended  in  1931  for  more  than  70  per  cent  of  all  revenue  collected.1 
If  special  assessments  are  included,  more  than  80  per  cent  of  local 
revenues  came  from  levies  on  property.  In  Chicago  in  1931,  67  per 
cent  of  the  revenue  of  local  governments  was  from  the  general  prop¬ 
erty  tax  and  9  per  cent  from  special  assessments.  In  Peoria,  the 
second  largest  city,  81  per  cent  of  the  revenue  was  from  the  general 
tax  and  8.5  per  cent  from  special  assessments.  Complete  statistics  for 
earlier  and  later  years  are  not  available  for  local  governments 
throughout  the  state,  but  the  revenue  statistics  of  Chicago  and  Peoria 
— summarized  in  Table  6 — reveal  an  increasing  measure  of  depend¬ 
ency  upon  property  levies,  general  and  special,  as  a  source  of  funds. 
After  1931  this  increased  dependence  was  owing  in  part  to  a  more 
rapid  decline  in  income  from  other  sources  than  in  income  from  prop¬ 
erty  tax  collections  themselves.  Tax  receipts  dropped  sharply,  how¬ 
ever.  In  downstate  counties  they  fell  off  principally  because  of  de¬ 
pression  conditions.  In  Cook  County,  collections  were  nearly  a  year 
behind  schedule  as  a  result  of  the  reassessment  of  1928 ;  this  circum¬ 
stance  encouraged  tax  strikes  and  the  depression  aggravated  the 
delinquencies. 

The  provisions  for  applying  to  local  purposes  the  yield  of  the  un¬ 
successful  income  tax  and  the  original  sales  tax  would  have  alleviated 
somewhat  the  plight  of  the  local  governments.  The  retailers’  occupa¬ 
tion  tax  and  the  State  taxes  on  liquors  helped,  although  less  directly, 
by  facilitating  removal  of  the  State  property  tax  rate,  thereby  making 
it  feasible  to  increase  local  rates,  without  necessarily  increasing  the 
aggregate  tax  rate,  in  those  local  units  which  were  in  desperate  need 
of  additional  revenue.  This  meant,  of  course,  that  local  governments 
increased  their  dependence  on  property  taxation. 

These  circumstances  gave  rise  to  pressure  for  transferring  some 
of  the  fiscal  burdens  of  local  governments  to  the  State,  through  the 
enlargement  of  grants  for  local  schools,  increased  State  (and  Federal) 
financing  of  unemployment  relief,  and  the  sharing  of  revenues  for 
general  governmental  purposes.  The  response  to  these  demands  took 

1  The  percentage  exceeds  70  whether  the  State  levy  for  the  common  school  distributive  fund 
is  included  in  local  revenues  or  excluded. 


Table  5 

Illinois  Excise  and  License  Taxes,  as  of  July  1,  1936 
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Table  6 

Revenues  of  Chicago  and  Peoria  by  Major  Sources  : 
1916,  1926,  and  1929-1935 


City  and  Year 

All  revenue 
receipts 

Property  tax 

Special 

assessments 

Grants 
from  State 

All  other 

Chicago1 - 1916 

$  81,051 

Amounts,  in  thoi 
$  46, 373 

isands  of  dollars: 
$  6, 161 

$  95 

$  28, 4220 
44,  61  y 

1926 

226, 813 

149,  829 

28,  885 

3,480 

1929 

101,2613 

28,  7493 

24,  326 

6643 

47, 522 

1930 

185,  4783 

94,  3473 

39,  542 

2,  6973 

48, 892 

1931 

263,  642 

177,  223 

23,  794 

11,474 

51,  151 

1932 

200, 868 

129,  508 

20,  355 

8,938 

42, 067 

1933 

214,  488 

157, 185 

7,025 

6,  012 

44,  266 

1934 

219,716 

155,  068 

6,  006 

5, 273 

53,  370 

Peoria2 _ 1916 

1,521 

992 

204 

29 

296 

1926 

2,910 

2,  330 

234 

77 

269 

1929 

3,  672 

2, 833 

422 

79 

338 

1930 

4, 166 

3,  187 

483 

73 

423 

1931 

4,  260 

3,433 

363 

61 

403 

1932 

3,  484 

2,  697 

305 

93 

389 

1933 

3,816 

3, 133 

259 

57 

367 

1934 

4, 150 

3, 196 

314 

46 

594 

1935 

4,089 

3,  057 

.  319 

1784 

535 

Chicago1 .  1916 

100.0% 

Percentage  of  all 
57.2% 

revenue  receipts: 

7.6% 

•  1% 

35.1% 

1926 

100.0 

66.0 

12.7 

1.5 

19.7 

1929 

100.0 

28.4 

24.0 

.6 

46.9 

1930 

100.  0 

50.9 

21.3 

1.4 

26.3 

1931 

100.0 

67.2 

9.0 

4.3 

19.4 

1932 

100.0 

64.5 

10.1 

4.4 

20.9 

1933 

100.0 

73.3 

3.3 

2.8 

20.6 

1934 

100.0 

70.6 

2.7 

2.4 

24.3 

Peoria2 . 1916 

100.0 

65.2 

13.4 

1.9 

19.5 

1926 

100.0 

80.  1 

8.0 

2.  6 

9.2 

1929 

100.0 

77.  1 

11.5 

2.  1 

9.2 

1930 

100.0 

76.5 

11.6 

1.7 

10.  1 

1931 

100.0 

80.6 

8.5 

1.4 

9.5 

1932 

100.0 

77.4 

8.7 

2.7 

11.2 

1933 

100.0 

82.  1 

6.8 

1.5 

9.6 

1934 

100.0 

77.0 

7.6 

1.1 

14.3 

1935 

100.0 

74.8 

7.8 

4.  34 

13.  1 

Data  from  U.  S.  Census  Bureau,  Financial  Statistics  of  Cities. 

1  Including  receipts  of  city,  school  and  park  districts,  and  prorated  portions  of  receipts  of 
the  county  and  the  forest  preserve  and  sanitary  districts.  Figures  for  1935  comparable  with 
those  for  earlier  years  are  not  yet  available. 

2  Including  receipts  of  the  town  and  city  of  Peoria  and  prorated  portions  of  receipts  of  the 
school,  park,  and  sanitary  districts. 

3  These  receipts  reflect  delayed  collections  of  property  taxes  as  a  result  of  the  Cook  County 
reassessment  order  of  1928. 

4  Increase  owing  largely  to  gasoline  tax  received  by  school  district — $72,000. 
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varying  forms.  State  responsibility  for  financing  and  administering 
highway  construction  and  maintenance  was  extended,  and  cities  were 
given  a  share  in  the  gasoline  tax.  The  State  contribution  to  mothers’ 
pensions,  inaugurated  in  1929,  was  doubled  in  1931  and  an  equaliza¬ 
tion  fund  set  up ;  in  1933  the  provision  limiting  State  aid  to  one-half 
of  the  expenditures  in  each  county  was  eliminated  and  standards  of 
State  supervision  were  elaborated.  The  annual  appropriation  to  the 
State  common  school  distributive  fund  was  increased  in  1935  by 
nearly  25  per  cent,  from  $10,500,000  to  $13,000,000,  after  a  period 
during  which  local  common  and  high  schools  received  assistance  from 
gasoline  tax  funds.  A  State  appropriation  of  $610,000  was  granted 
in  1935  for  the  first  time  for  the  purchase  of  books  for  local  public 
libraries. 

Demands  for  increased  State  financial  support  of  local  activities 
and  for  transference  of  functions  of  the  State  may  be  expected  to  con¬ 
tinue.  Moreover,  the  history  of  such  development  in  Illinois  indi¬ 
cates  that  the  legislature  will  be  inclined  to  take  over  activities  from 
lesser  governments  rather  than  to  turn  over  revenues  to  them;  or,  if  it 
turns  over  revenues,  it  will  be  inclined  to  provide  administrative 
supervision  as  a  guarantee  that  its  mandates  are  respected.  In  the 
absence  of  a  system  of  shared  revenues  providing  State  support  for 
the  more  costly  local  functions,  pressure  for  relief  of  property  tax^ 
payers  will  give  impetus  to  the  transfer  of  responsibilities  to  the 
State.  This  pressure  will  become  all  the  greater  as  sources  of  State 
revenue  are  more  and  more  clearly  differentiated  from  sources  of 
local  revenue — particularly  if  the  State  avoids  a  return  to  property 
tax  levies  or  depends  on  them  for  only  a  minor  fraction  of  its  income. 

Conclusion 

At  least  two  circumstances  account  for  the  fact  that  the  develop¬ 
ment  of  the  Illinois  revenue  system  may  be  epitomized  as  a  series  of 
tardy  and  makeshift  adaptations.  In  the  first  place,  there  has  always 
been  greater  reluctance  to  extend  taxes  than  to  extend  the  sphere  of 
government  services.  This  reluctance  is  exemplified  in  constitutional 
provisions  which  confine  revenue  measures  narrowly  within  rigid 
limits  while  permitting  broad  development  of  the  system  of  expendi¬ 
tures.  In  the  second  place,  revenue  laws  have  had  to  fit  a  society 
which  was  always  growing  rapidly  and  in  a  state  of  flux. 

The  incidents  of  everyday  life  have  been  vastly  transformed  since 
1818  and  the  transformation  has  affected  all  social  relationships.  Gov¬ 
ernments,  like  individuals  and  non-governmental  agencies,  are  ex¬ 
pected  to  perform  and  actually  do  perform  many  tasks  and  render 
many  services  which  were  not  even  thought  of  in  the  early  19th  cen¬ 
tury.  In  early  Illinois,  the  range  of  State  and  local  government  ac¬ 
tivities  was  very  narrow,  extending  to  little  more  than  the  mainte¬ 
nance  of  order,  security,  and  justice.  Before  1831,  the  only  operation 
of  State  government  not  directly  in  these  fields  was  a  short-lived  State 
bank.  Between  1831  and  1860,  however,  there  was  a  pronounced  di¬ 
versification  of  State  responsibilities.  From  the  standpoint  of  import- 
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ance  in  the  range  of  present  activities,  the  most  significant  innova¬ 
tions  for  the  State  government  were  the  Illinois  and  Michigan  Canal, 
the  provision  of  care  for  persons  afflicted  mentally  or  physically,  and 
the  beginning  of  State  supervision,  support  and  teacher-training  for 
the  common  school  system.  Among  the  local  governments,  the  lead¬ 
ing  innovation  of  the  period  1831-1860  was  the  system  of  free  public 
schools,  but  there  were  many  other  additions  to  the  activities  of  these 
governments.  In  the  quarter  century  following  the  close  of  the  Civil 
War,  local  governments  assumed  new  responsibilities  at  a  rate  even 
more  rapid  than  in  earlier  times.  Intensive  work  in  the  field  of  pub¬ 
lic  health  and  sanitation  began  during  this  period.  Parks  and  other- 
recreational  facilities  were  provided  and  extended.  Police  work,  fire 
protection,  and  related  activities  were  materially  augmented.  In  the 
case  of  the  State  government,  new  activities  undertaken  during  the 
30  years  before  1891  were  largely  related  to  regulation  of  economic 
relations  and  promotion  of  agriculture.  There  was  some  beginning 
of  work  by  the  State  in  the  promotion  of  public  health,  but  this  was 
little  more  than  a  foreshadowing  of  developments  which  followed  the 
turn  of  the  century.  After  1890,  the  most  important  addition  to 
State  responsibilities  was  its  entrance  into  the  field  of  highway  con¬ 
struction  and  maintenance,  first  by  giving  assistance  and  aid,  later 
by  taking  the  initiative  in  highway  work.  In  the  decade  1921-1930, 
highway  construction  and  maintenance  absorbed  34.4  per  cent  of  all 
net  State  payments  which  can  be  allocated  by  function.  This  was  the 
most  important  single  functional  category  of  State  expenditures  in 
that  decade.  Among  local  governments,  the  greatest  growth  in  recent 
decades  also  has  been  in  the  field  of  highways  and  roads,  with  the  re¬ 
sult  that  this  type  of  activity  accounts  for  approximately  the  same 
amount  of  local  expenditures  each  year  as  the  operation  of  the  school 
system.  For  all  governments,  social  welfare  activities — particularly 
unemployment  relief — have  become  of  vastly  increased  importance  in 
recent  years. 

With  this  growth  occurring  in  the  requirements  for  funds,  it  was 
inevitable  that  new  sources  of  revenue  be  introduced  and  old  ones 
augmented.  Increasing  population  and  wealth  necessitated  perform¬ 
ance  of  old  functions  upon  a  persistently  growing  scale.  This  alone 
absorbed  any  increased  revenues  which  old  forms  of  taxation  might 
yield  by  virtue  of  the  enlarged  population  and  increased  wealth. 
Almost  without  exception,  new  activities  of  the  State  and  local  gov¬ 
ernments  had  to  be  supported  from  new  revenues.  Until  the  recent 
period  of  diversification  of  State  and  local  revenue  sources,  practi¬ 
cally  all  added  requirements  for  financing  old  activities  on  an  in¬ 
creased  scale  or  for  paying  the  cost  of  new'  undertakings  were  met 
by  increasing  the  levies  upon  property  ovmers.  Within  the  last  two 
decades  the  revenue  system  of  the  State  government  has  undergone 
a  marked  transformation,  with  the  result  that  property  owners  pay 
a  materially  smaller  portion  of  the  cost  of  operating  the  State  gov¬ 
ernment.  To  some  extent,  this  transformation  has  been  reflected  in 
the  revenue  system  of  local  governments  as  well. 


Net  State  Revenue  by  Sources:  Fiscal  Years  1926-1936 

(Amounts  in  thousands) 
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PART  II 

DETAILED  HISTORY  OF  LEADING  SOURCES  OF  INCOME 


In  Part  I  of  this  monograph  the  reader  has  been  given  a  rapid 
survey  of  the  development  of  the  Illinois  revenue  system  in  its  broad 
outlines.  Details  of  the  evolution  and  structure  of  particular  kinds 
of  taxes  have  been  omitted  in  order  that  the  system  as  a  whole  might 
be  clearly  pictured.  In  the  following  pages  some  of  these  details  will 
be  filled  in.  Each  major  source  of  State  revenue  will  be  treated 
separately.  In  addition  there  will  be  a  review  of  grants-in-aid  dis¬ 
tributed  by  the  Federal  and  State  governments  and  of  borrowings 
by  the  State  and  local  governments.  Finally,  the  probable  future  of 
State  and  local  finance  in  Illinois  will  be  discussed  briefly  in  the 
light  of  the  historical  tendencies  brought  out  in  this  report. 

The  Property  Tax 

Constitutional  provisions — Although  the  State  Constitution  of 
1818  declared  that  “the  mode  of  levying  a  tax  shall  be  by  valuation, 
so  that  every  person  shall  pay  a  tax  in  proportion  to  the  value  of 
the  property  he  or  she  has  in  his  or  her  possession,”1  the  foregoing 
survey  has  shown  that  only  selected  items  were  subject  to  ad  valorem 
taxation  up  to  1839.  The  law  enacted  in  that  year  constituted  the 
first  adoption  of  the  general  property  tax  in  Illinois.  It  broadened 
the  definition  of  taxable  property  so  that  all  realty  and  personalty 
was  subject  to  taxation  unless  specifically  exempted.  It  made  the 
State  and  the  county  rate  applicable  to  the  same  assessed  valuation 
within  any  county.  Under  earlier  laws  only  certain  designated 
types  of  property  were  taxable  and  the  State  rate  applied  to  a  dif¬ 
ferent  base  from  the  county  rate. 

The  provision  for  ad  valorem  taxation  of  property  was  con¬ 
tinued  in  the  new  constitution  of  1848  with  minor  verbal  alterations, 
including  a  phrase  specifically  making  corporations,  as  well  as  in¬ 
dividuals,  subject  to  the  tax,  and  with  an  additional  proviso  that 
the  value  of  property  for  purposes  of  taxation  should  be  ascer¬ 
tained  “by  some  person  or  persons  to  be  elected  or  appointed  in 
such  manner  as  the  General  Assembly  shall  direct,  and  not  other¬ 
wise.”2  Exemptions  were  authorized  with  respect  only  to  the  real 
and  personal  property  of  the  State  and  counties  and  property  for 
school,  religious  and  charitable  purposes.  An  extensive  provision 
was  introduced  governing  tax  deeds  and  the  right  of  redemption 
of  property  sold  for  delinquent  taxes.  The  requirement  that  taxes 
imposed  by  corporate  authorities  of  counties,  townships,  school  dis¬ 
tricts,  cities,  towns  and  villages  should  be  “uniform  in  respect  to  per¬ 
sons  and  property  within  the  jurisdiction  of  the  body  imposing  the 


1  Art.  viii  (bill  of  rights),  sec.  20. 

2  Art.  ix,  sec.  2. 
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same,”  was  embodied  in  this  constitution  for  the  first  time.1  This 
uniformity  provision,  as  carried  forward  into  the  Constitution  of 
1870,  has  proved  the  barrier  to  all  attempts  to  introduce  classifica¬ 
tion  or  other  modification  of  the  general  property  tax. 

In  the  new  organic  law  of  1870  the  essential  provisions  relating 
to  the  tax  by  valuation  were  left  unchanged,  although  a  few  words 
and  phrases  were  altered.  Permissible  exemptions  were  extended 
to  include  the  property  of  every  municipal  corporation  besides  the 
State  and  counties,  and  to  comprise  property  used  exclusively  for 
agricultural  and  horticultural  societies,  and  for  school,  religious, 
cemetery,  and  charitable  purposes,  but  such  exemptions  were  re¬ 
quired  to  be  made  only  by  general  law.  The  provisions  governing 
tax  sales  and  the  right  of  redemption  were  modified.  Provisions 
were  introduced  requiring  that  all  taxes  levied  for  State  purposes 
should  be  paid  to  the  State  treasury  and  prohibiting  the  State 
legislature  from  releasing  or  discharging  any  local  district,  or  the 
inhabitants  thereof,  or  the  property  therein,  from  their  or  its  pro¬ 
portionate  share  of  the  State  taxes  levied.  Commutation  of  such 
State  taxes  was  completely  forbiden.  This  was  designed  to  end  a 
practice,  in  vogue  during  the  preceding  decade,  whereby  the  State 
received  from  specified  districts  only  the  amount  of  State  taxes 
which  would  have  been  collected  in  those  districts  if  .there  had  been 
no  increase  in  the  assessed  valuation  following  a  designated  base 
year;  the  State  tax  on  the  increased  valuation  was  retained  by  the 
local  district  or  by  some  improvement  corporation  within  the  dis¬ 
trict  for  local  expenditure.2  Tax-rate  limits  were  introduced,  in 
the  form  of  a  limit  of  75  cents  on  the  $100  of  assessment  upon  the 
aggregate  rate  for  county  purposes.  Limits  for  other  local  govern¬ 
ments  were  not  provided  in  the  constitution.  The  earlier  provision 
for  uniform  levies  within  local  taxing  districts  was  retained.3 

Statutory  development  to  1872 — The  constitutional  changes  of 
1870  necessitated  no  significant  reforms  in  the  character  of  the 
property  tax.  This  tax  had  undergone  material  transformation 
under  the  provisions  of  the  second  State  constitution,  particularly 
with  respect  to  the  taxation  of  corporate  enterprise.  Before  1849 
there  were  relatively  few  business  corporations  operating  within 
the  State,  and  most  of  those  which  had  been  established  were  or¬ 
ganized  under  special  charters  which  usually  made  particular  and 
varying  provisions  for  taxation  in  each  case.  In  1849  provision  was 
made  by  general  laws  for  the  incorporation  of  railroad,  telegraph, 
manufacturing,  and  some  other  kinds  of  private  companies,  as  well 
as  boards  of  trade  and  chambers  of  commerce.  There  were  at  this 
time  no  general  provisions  for  the  taxation  of  such  companies, 
but  the  act  of  1849  authorizing  counties  to  adopt  township  organiza¬ 
tion  included  a  direction  that  the  real  estate  of  corporations,  as  of 
individuals,  should  be  assessed  where  situated  and  all  capital  stock 
of  taxable  corporations  should  be  assessed  in  the  town  or  district 


1  Ibid.,  sections  2-5. 

2  See  below,  p.  36,  for  the  effect  of  this  practice  upon  assessments  in  1873. 

3  Constitution  of  1870,  art.  ix. 
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where  the  company  had  its  principal  office  or  place  of  transacting 
its  financial  concerns.  These  provisions  were  substantially  repeated 
in  a  new  law  of  1851  still  applying  only  to  township  counties. 
Finally  in  1853  the  legislature  enacted  parallel  acts  for  township 
and  non-township  counties,  embodying  specific  provisions  for  the 
assessment  of  banks  and  general  provisions  relating  to  other  com¬ 
panies.  In  the  case  of  non-banking  companies  these  laws  called 
for  assessment  of  real  estate  and  fixed  tangibles  by  situs  and  allo¬ 
cation  of  movable  tangibles  in  proportion  to  the  assessed  value  of 
fixed  property.  The  capital  stock  of  bridge  companies  was  to  be 
assessed  in  the  towns  where  the  principal  office  was  located.1  There 
was  no  direct  reference  to  the  capital  stock  of  other  corporations. 
Official  State  records  do  not  show  whether  the  earlier  provisions 
for  assessing  capital  stock  were  effective,  nor  do  they  show  whether 
such  assessments  were  made  at  any  time  before  1872. 2 

Railroads  incorporated  under  the  general  law  of  1849  were  by 
the  same  act  required  to  list  their  property  annually  with  the  State 
auditor  and  to  pay  taxes  at  “the  same  rate”  as  was  paid  upon  other 
similar  property  of  individuals.3  The  proceeds  were  to  go  entirely 
to  the  State,  to  be  applied  to  the  repayment  of  the  debt,  and  when  the 
debt  was  extinguished  the  revenue  was  to  be  paid  “as  in  the  case  of 
all  other  property  in  the  State” — that  is,  apparently,  to  the  districts 
of  situs.  However,  no  record  can  be  discovered  of  any  revenue  col¬ 
lected  by  the  State  under  this  law,  and  a  revision  of  the  assessment 
laws  four  years  later  provided  for  local  assessment  of  railroads  as 
well  as  of  other  corporations  not  specially  provided  for. 

The  earliest  general  law  for  the  establishment  of  banks  was 
enacted  in  1851.  It  provided  that  the  shares  of  capital  stock  were  to 
be  deemed  personal  property,  subject  to  taxation  at  the  same  rate 
as  other  property.  By  acts  of  1853  the  State  bank  commissioners 
were  directed  to  assess  incorporated  banks  on  the  basis  of  outstanding 
loans  and  discounts,  and  to  assess  stocks  deposited  with  the  State 
treasurer  as  security  for  bank  notes  outstanding.  Four  years  later 
the  law  was  further  changed  to  require  the  capital  stock,  surplus 
profits,  and  reserves  of  banks  to  be  listed  and  taxed  locally  as  other 
property,  but  with  a  deduction  for  real  estate  taxed  separately.  In 
1867  the  provisions  for  bank  taxation  were  further  revised  and  given 
their  present  form.  Under  the  law  of  that  year  it  was  provided  that 
the  value  of  the  capital  stock,  less  the  assessed  value  of  real  estate, 
should  be  taxed  to  the  individual  owners,  wherever  resident,  rather 
than  to  the  corporation.  The  bank  was  required,  however,  to  with¬ 
hold  from  distribution  a  portion  of  its  dividends  until  the  taxes  were 
paid,  so  that  in  practice  the  tax  was  simply  a  charge  which  preceded 
dividends.  State  banks  organized  under  special  laws  were  subject  to 
taxation  on  their  corporate  excess  until  1893,  when  they  were  ex- 

1  The  township  act  of  1849  had  specified  that  in  the  case  of  toll  bridges  the  capital  stock 
was  to  be  assessed  in  the  town  or  district  where  tolls  were  collected. 

2  The  concept  of  “capital  stock”  was  nowhere  clearly  defined  in  these  early  laws,  but  it 
appears  to  have  been  less  comprehensive  than  under  the  act  of  1S72. 

3  Presumably  this  provision  contemplated  either  the  application  of  a  state-wide  average  rate 
or  an  allocation  of  the  railroad  property  and  taxation  of  each  segment  according  to  the  rate 
prevailing  in  the  district  in  which  it  was  situated. 
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empted;  in  1905  tardy  provision  was  made  for  taxation  on  their 
shares.  State  banks  organized  under  general  law  were  exempted 
from  taxation  on  their  corporate  excess  since  competing  national 
banks  could  not  be  subjected  to  this  system  without  permission  from 
Congress. 

The  treatment  of  income  as  a  form  of  property  was  inaugurated 
in  Illinois  in  1853,  when  foreign  insurance  companies  were  required  to 
list  their  gross  yearly  receipts  for  taxation  at  the  same  rate  “as  other 
personal  property.”1  An  act  of  1869  for  the  incorporation  of  fire, 
marine  and  inland  navigation  insurance  companies  provided  that 
foreign  corporations  doing  these  types  of  business  in  Illinois  should 
list  their  net,  instead  of  gross,  receipts  for  taxation  at  property  tax 
rates. 

Revenue  Act  of  1872 — All  these  and  other  scattered  laws  relat¬ 
ing  to  the  property  tax  were  systematized  in  a  new  revenue  act 
adopted  in  1872.  This  law,  which  still  constitutes  the  bulk  of  the 
State  revenue  code,  made  no  fundamental  changes  in  the  existing 
system,  apart  from  assigning  certain  duties  of  original  assessment  to 
the  State  board  of  equalization,  providing1  for  special  treatment  of 
the  intangible  property  of  ordinary  business  corporations,  and  mak¬ 
ing  the  equalized  valuations  determined  by  the  State  board  the  basis 
for  extending  all  taxes  rather  than  for  only  the  State  rate.2  It  re¬ 
placed  nearly  fifty  earlier  acts. 

The  State  board  of  equalization  had  been  established  in  1867, 
after  repeated  recommendations  by  the  auditor,  whose  official  position 
constantly  brought  to  his  attention  the  notorious  inequalities  in  as¬ 
sessments  as  between  counties.  During  the  first  five  years  of  its  oper¬ 
ation,  this  board  was  only  an  equalizing  agency,  manipulating  county 
assessment  totals  but  having  no  authority  to  adjust  or  to  make  in¬ 
dividual  assessments.  By  the  law  of  1872  it  was  charged  with  asses¬ 
sing  the  track  and  rolling  stock  of  railroads  and  the  capital  stock  of 
all  corporations. 


1  Apparently  this  terminated  a  special  tax  of  three  per  cent  of  gross  premium  receipts 
which  had  been  imposed  upon  foreign  life  insurance  companies  in  1843  and  which,  though  collected 
in  the  counties,  was  diverted  entirely  to  the  State  treasury.  The  property  tax  upon  premium 
receipts  of  foreign  life  companies  seems  to  have  been  terminated,  in  turn,  in  1869,  although 
there  was  no  specific  repeal  of  the  tax  in  the  laws  of  that  year. 

2  This  method  of  extending  taxes  was  retained  in  the  law  until  1901,  when  sec.  128  of  the 
Revenue  Act  of  1872  was  amended  to  provide  for  extending  State  taxes  against  the  assessments 
as  equalized  by  the  State  board  and  local  taxes  against  assessments  as  equalized  by  the  county 
board  of  review. 
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Table  10 

Assessed  Valuations  for  Property  Taxes  and  Aggregate  State 
and  Local  Levies:  at  Four-Year  Intervals,  1873-1933 


Year 

Assessed  values  (millions) 

Aggregate 
State  and 
local  levies 
reported 
(millions)2 

State 

tax 

levy* 

(millions) 

State  levy 
as  percent 
age  of  aggre¬ 
gate  levy 

Aggregate 

equalized 

State  assess¬ 
ed  capital 
stock 

Locally 
assessed 
as  equal¬ 
ized 

Railroads— 
state  and  lo¬ 
cally  assessed 

1873 

$1, 355.  4 

$  21.9 

$  1, 199. 7 

$  133.8 

$  22.0 

$  5.0 

22. 7  % 

1877 

931.2 

1.6 

888.0 

41.6 

30.2 

4.2 

13.9 

1881 

799.8 

2.2 

744.0 

53.6 

25.0 

4. 1 

60.4 

1885 

798.5 

3.8 

731.6 

63. 1 

29.4 

3.5 

11.9 

1889 

792.2 

4.9 

714.0 

73.3 

30.8 

3.1 

10.7 

1893 

845.6 

5.4 

759.5 

80.7 

40.0 

2.7 

6.7 

1897 

799.7 

4.0 

714.8 

80.9 

47.1 

5.3 

11.3 

1901 

999.2 

21.5 

888.6 

89. 1 

53.0 

5.2 

9.8 

1905 

1,095.7 

12.9 

985. 1 

97.7 

62.7 

5.6 

8.9 

1909 

2, 158.  6 

35.4 

1, 936.  7 

186.5 

83.3 

7.7 

9.2 

1913 

2,  422.  4 

29.4 

2, 182. 1 

210.9 

114.0 

17.2 

15. 1 

1917 

2,  578. 0 

26.5 

2, 331.  4 

220.1 

148.6 

23.6 

15.9 

1921 

4,  201.  7 

48.3 

3,  810.  8 

342.6 

259.5 

19.6 

7.  6 

1925 

4, 194.  8 

59.7 

3,  763. 1 

372.0 

330.4 

36.5 

11.0 

1929 

8,413.4 

99.  O3 4 * 6 

7,  581. 1 

733.3 

420.7 

33.6 

8.0 

1933 

5, 802.  9* 

94. 9« 

5, 199.  6« 

508.4 

124.  37 8 

2.  57 

1  From  Tax  Commission,  15th  Annual  Report ,  1933,  pp.  596-97. 

2  As  reported  to  the  auditor  of  public  accounts ;  ibid..,  pp.  602-03. 

3  Excluding  railroad  capital  stock  of  $3.6  millions,  which  was  counted  twice  as  capital 
stock  and  as  railroad  property  in  the  1929  and  1933  reports  of  the  Tax  Commission. 

4  Revised  to  include  Pullman  Company  capital  stock  assessment  of  $2.3  millions  (certified 

as  omitted  property)  and  to  allow  for  final  Cook  County  total. 

6  Revised  to  include  Pullman  Company  assessment. 

6  Revised  on  basis  of  Cook  County  abstract  to  Tax  Commission. 

7  Cook  County  not  reported.  State  tax  represents  merely  forfeitures  and  delinquencies  of 
earlier  years  carried  forward. 

8  State  tax  rates  by  treasury  funds  are  shown  below  in  Table  23  for  each  year  since  1839. 


Increase  of  assessments  after  1872 — The  revision  of  the  revenue 
laws  was  followed  in  1873  by  the  largest  percentage  increase  in  as¬ 
sessed  valuations  that  has  been  recorded  for  any  year  in  the  history 
of  Illinois.  The  state-wide  aggregate  assessment  rose  from  $509,- 
000,000  in  1872  to  $1,356,000,000  in  1873,  an  advance  of  166  per  cent.1 
Part  of  this  advance  was  owing  to  the  assessment  of  corporate  capital 
'stock  by  the  board  of  equalization  and  to  the  increased  assessment  of 
railroads  by  this  agency.  Local  assessments  before  equalization  ad¬ 
vanced  138  per  cent,  despite  the  fact  that  local  assessments  of  railroad 
property  were  cut  to  one-third  by  the  change  in  the  law.  Aggregate 
railroad  assessments,  State  and  local,  jumped  from  $24,000,000  to 
$132,000,000,  442  per  cent.  This  was  a  materially  greater  increase 
than  for  all  other  property,  the  assessed  valuation  of  which  rose  153 
per  cent  for  the  State  as  a  whole.  The  aggregate  local  assessment  of 
real  estate  advanced  141  per  cent  and  of  personal  property,  171  per 
cent.  Part  of  this  increase  resulted  from  the  listing  of  a  greater 
number  of  units  of  each  type  of  property,  but  by  far  the  largest 
took  the  form  of  an  increase  in  the  average  assessment  per  unit.  For 
many  types  of  property  the  assessment  ratio  was  doubled.  For  ex¬ 
ample,  local  assessments  of  unimproved  land  comprised  9,504,000 


1  See  Table  11  for  a  detailed  statement  of  the  statistics  summarized  in  this  paragraph. 
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State-Wide  Increase  in  Assessed  Valuations:  1873  Compared  with  1872 
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acres  in  1872  and  9,757,000  acres  in  1873,  but  the  average  assessment 
per  acre  was  $4.24  in  the  first  year  and  $8.47  in  the  second.  The 
number  of  unimproved  lots  increased  from  374,000  to  408,000  and  the 
average  assessment  from  $86.54  to  $124.61.  In  1872  local  assessors 
enumerated  1,684,000  head  of  cattle  at  an  average  of  $8.78  per  head; 
in  1873  they  enumerated  2,016,000  at  an  average  of  $17.75.  The 
number  of  pianos  on  the  assessment  list  decreased  from  15,000  to 
13,700,  but  the  average  value  jumped  from  $70.24  to  $143.02.  For 
enumerated  personal  property  the  aggregate  increase  was  138  per 
cent.  For  unenumerated  personal  property,  including  intangibles, 
the  percentage  of  increase  was  even  greater — 186  per  cent,  from 
$62,000,000  to  $177,000,000. 

There  appear  to  have  been  two  principal  influences  behind  this 
remarkable  increase  in  the  assessments.  One  of  these  was  the  admin¬ 
istrative  leadership  furnished  by  the  State  auditor  of  public  accounts, 
who  urged  the  local  assessors  to  undertake  more  searching  enumera¬ 
tion  of  property  than  in  preceding  years  and  to  raise  their  assess¬ 
ment  ratios,  at  the  same  time  promising  them  that  the  board  of 
equalization  would  protect  their  counties  from  any  discrimination 
which  might  result  if  other  counties  failed  to  raise  their  assessment 
ratios  to  a  corresponding  degree.  The  second  influence,  which  re¬ 
ceived  more  notice  in  the  contemporary  press,  was  the  expectation  of 
a  majority  of  the  counties  that  the  benefits  of  an  increased  assessment 
would  be  entirely  local  because  of  State  laws  granting  to  various  local 
districts  the  increased  taxes  resulting  from  increased  assessments. 

The  most  important  statute  thus  diverting  a  part  of  the  State  tax 
collections  to  local  purposes  was  an  act  of  1869,  by  which  the  legis¬ 
lature  declared  that  for  any  county,  township,  city,  or  town  which 
issued  bonds  in  order  to  aid  in  the  construction  of  a  railroad,  the 
maximum  assessment  for  the  purposes  of  State  taxes  would  remain 
for  ten  years  at  the  amount  of  the  assessment  of  1868.  During  this 
period  the  State  taxes  on  account  of  any  increment  of  assessments  in 
the  particular  local  unit  were  to  be  set  aside  for  paying  interest  on 
the  registered  railroad  bonds.  Only  the  State  school  fund  tax  and 
debt  tax  were  exceptions  reserved  to  the  State.  All  taxes  on  the  prop¬ 
erty  of  the  publicly  aided  railways  “collected  for  any  purpose  what¬ 
ever”  were  to  be  added  to  the  fund  for  paying  interest  on  local  bonds. 
This  measure  and  others  like  it  were  evidently  employed  to  evade  the 
prohibition  of  the  Constitution  of  1848  against  lending  the  credit  of 
the  State  to  “any  individual,  association,  or  corporation,”  and  they 
were  apparently  valid  under  that  constitution.  The  Constitution  of 
1870  forbade  the  general  assembly  to  release  or  discharge  “any 
county,  city,  township,  town  or  district  whatever,  or  the  inhabitants 
thereof,  or  the  property  therein  from  their  or  its  proportionate  share 
of  taxes  levied  for  State  purposes,”  or  to  commute  such  taxes  in  any 
form  whatsoever.1  After  the  adoption  of  this  constitution  the  State 
auditor  refused  to  return  to  any  local  unit  any  part  of  the  taxes  col¬ 
lected  from  a  valuation  greater  than  that  on  the  assessment  rolls  of 


1  Constitution  of  1870,  art.  ix,  sec.  6. 
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1868,  but  the  legislature,  by  an  act  of  1871,  ordered  the  distribution 
to  continue.  This  meant  that  in  counties  which  had  issued  railroad 
bonds,  any  increase  in  the  assessment  in  1873  as  compared  with  1872 
would  yield  funds  for  redeeming  local  debts  rather  than  for  the 
benefit  of  the  State  government.  At  this  time  the  taxing  districts 
which  had  taken  advantage  of  the  law  covered  more  than  half  the 
area  of  the  State  and  lay  in  77  counties.  Among  the  25  counties  which 
were  not  eligible  for  the  commutation  of  State  taxes,  Cook  County 
was  the  largest. 

The  proposal  for  an  increase  of  the  assessment  ratio  in  1873  was 
bitterly  opposed  in  Cook  County  as  a  Downstate  scheme  to  make  Cook 
support  the  State  government.  Chicago  newspapers  charged  that  the 
only  Downstate  counties  which  would  raise  their  assessments  were 
those  in  which  all  the  gain  would  accrue  locally.  Long-standing 
threats  of  secession  from  the  state  were  revived. 

Table  12 

Frequency  Distribution  of  the  Percentage  Increase  in  Local 
Assessed  Valuations  of  Non-Railroad  Property,  by  Counties  : 

1873  Compared  With  1872 


Number  of  counties 

Change  in  aggregate 

With  rail- 

Without  rail- 

assessment  for  county 

Total 

road  debt 

road  debt 

Increase  of  300%  or  more _ _  ..  _ 

14 

10 

4 

Increase  of  200%  to  299% _  _ 

28 

23 

5 

Increase  of  100%  to  199% _  _ 

27 

21 

6 

Increase  of  1  %  to  99% _ 

28 

19 

9 

Decrease _ _ 

5 

4 

1 

Total _ 

102 

77 

25 

When  the  assessment  for  1873  was  completed  it  revealed  for  Cook 
County  an  increase  in  local  non-railroad  assessments  amounting  to 
55  per  cent  over  1872,  compared  with  170  per  cent  for  all  the  remain¬ 
ing  counties  of  the  State.  For  the  77  counties  which  had  railroad 
debts  under  the  law  of  1869,  the  mean  change  in  aggregate  local 
assessments  of  non-railroad  property  was  171  per  cent,  the  median 
change  was  168  per  cent,  and  the  range  was  from  a  decrease  of  15 
per  cent  in  Macoupin  County  to  an  increase  of  384  per  cent  in  LaSalle 
County.1  For  the  24  counties,  other  than  Cook,  which  had  no  rail¬ 
road  debt,  the  mean  change  of  comparable  assessments  was  292  per 
cent — an  increase  more  than  one  and  one-half  times  as  great  as  in  the 

1  See  Table  12  for  a  grouping  of  the  counties  according  to  (1)  whether  they  had  railroad 
debts,  and  (2)  the  percentage  of  increase  in  local  assessments  of  non-railroad  property. 
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counties  which  would  retain  locally  part  of  the  increment  of  State 
taxes.  For  all  the  counties  without  railroad  debt,  including  Cook,  the 
mean  increase  was  104  per  cent,  the  median  was  157  per  cent,  and 
the  range  was  from  a  decrease  of  3  per  cent  in  Pope  County  to  an 
increase  of  413  per  cent  in  Boone  County.  These  percentages  sug¬ 
gest  that  the  increase  of  assessments  was  not  entirely  determined  by 
the  expectation  of  local  benefits,  as  the  arguments  advanced  in  Cook 
County  presupposed.1 

Although  the  aggregate  equalized  assessment  of  1873  for  State 
taxes  exceeded  $1,355, 000, 000, 2 3  this  included  $320,000,000  from  which 
the  State  tax  was  reserved  for  local  debt  service.  Consequently,  the 
State  tax  rate  for  1873  was  nearly  25  per  cent  higher  than  it  would 
have  been  in  the  absence  of  the  grant  to  local  governments.  In  Cook 
and  other  counties  which  had  no  railroad  debt  the  validity  of  this  tax 
was  contested  and  the  question  was  carried  to  the  State  supreme  court. 
This  court  decided  in  1874  that  the  auditor  was  right  when  he  con¬ 
tended  that  the  grant  had  been  terminated  by  the  new  constitution.0' 
The  court  enjoined  the  collection  of  seven  thirty-sixths  of  the  State 
levy,  although  a  large  part  of  this  tax  was  already  either  in  the  State 
treasury  or  in  the  hands  of  local  collectors.  This  decision  necessitated 
special  legislation  providing  credits  against  subsequent  taxes  for  those 
property  owners  who  had  paid  at  the  full  State  rate  for  1873.  It  was 
followed  by  a  rapid  and  persistent  decline  of  aggregate  assessed  valua- 
tians  from  the  peak  that  had  been  reached  in  1873. 4 

Corporation  taxation  since  1872 — Beginning  in  1875  important 
exceptions  were  made  in  the  classes  of  corporations  subject  to  State 
assessment  on  capital  stock.  In  that  year  the  legislature  directed  that 
companies  and  associations  “for  purely  manufacturing  purposes  or 
for  printing,  or  for  publishing  of  newspapers,  or  for  the  improvement 
and  breeding  of  stock  should  be  assessed  as  individuals.”  This  was 
ambiguous,  since  it  could  mean  that  they  were  to  be  assessed  on  in¬ 
tangible  property  piecemeal,  as  were  individuals,  or  that  jurisdiction 
was  transferred  to  local  assessors,  or  both.5  The  exception  was  clarified 
in  1879  by  provision  that  such  companies  should  be  assessed  by  the 
local  assessor,  a  change  which  was  generally  construed  to  mean  com¬ 
plete  exemption  of  such  corporations  from  taxation  upon  corporate 
excess.  In  1905  the  legislature  sought  specifically  to  provide  this  exemp¬ 
tion,  but  this  act  was  declared  unconstitutional.  This  revived  the  pro¬ 
vision  for  local  assessment  of  these  corporations.  In  1893  companies 

1  In  his  Biennial  Report  for  1874,  the  State  auditor  reported  that  the  assessed  valuation  of 
1873  in  municipalities  with  a  railroad  debt  was  $506,000,000,  compared  with  $186,000,000  in 
1868.  The  percentages  in  the  text  are  based  upon  the  aggregate  assessments  for  each  of  the 
77  counties  in  which  the  county  or  any  municipality  had  railroad  debt  outstanding  under  the 
act  of  1869.  Consequently  the  statements  in  the  text  are  based  upon  aggregate  local  assessments 
of  non-railroad  property  amounting  in  1873  to  $909,480,000  in  the  77  counties  in  which  such 
debt  existed. 

2  The  aggregate  of  $1,356,000,000  given  earlier  (p.  34)  is  the  sum  of  the  local  assessments 
before  equalization.  The  State  aggregate  was  reduced  $947,000  on  equalization. 

3  Ramsay  v.  Hoeger,  76  Ill.  432  (opinion  filed  June  19,  1874  ;  reported  as  of  January  term, 
1875). 

4  See  Table  10,  above,  at  p.  34. 

6  The  attorney-general  advised  that  “neither  the  letter  nor  the  spirit  of  the  amendment 
deprives  the  board  of  the  power  to  include  the  value  of  the  franchises  of  such  corporations  in 
your  assessments,”  but  the  board  of  equalization  was  still  uncertain  about  its  powers.  Cf. 
Board  of  Equalization,  Proceedings,  1875,  pp.  7,  9,  11. 
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for  mining  and  selling  coal,  in  1895  building  and  loan  associations 
and  in  1905  mercantile  companies  were  added  to  the  list  excepted 
from  assessment  by  the  State  board.1  A  report  prepared  by  an  official 
investigating  committee  in  1910  asserted  that  “the  classes  of  corpora¬ 
tions  excepted  from  assessment  by  the  State  board  of  equalization  are 
practically  exempt  from  any  assessment  on  their  capital  stock.”  In 
spite  of  repeated  recommendations  for  change,  the  exceptions  con¬ 
tinued  and  the  Tax  Commission,  successor  of  the  State  board  of 
equalization,  still  assesses  the  corporate  excess  only  of  corporations 
which  are  not  organized  for  manufacturing  and  mercantile  purposes, 
or  either  of  these,  or  for  mining  and  the  sale  of  coal,  printing,  news¬ 
paper  publishing,  stock  breeding,  banking  or  building  and  loan  associ¬ 
ation  purposes.  Intensive  field  work  by  the  present  Tax  Commission 
has  brought  about  a  material  improvement  in  the  local  assessment  of 
capital  stock.2 

The  tax  applies  to  the  capital  stock  of  domestic  corporations  only. 
In  the  earliest  years  of  the  tax  efforts  were  made  to  assess  foreign 
corporations  also,  but  this  was  declared  by  the  supreme  court  to  be 
unauthorized  by  the  statute.  Despite  recommendations  that  the  law 
be  amended  to  remove  discriminations  against  Illinois  corporations, 
the  change  has  not  been  made  and  efforts  by  local  assessors  to  assess 
foreign  corporations  upon  their  corporate  excess  have  proved  fruitless. 

Property  tax  administration — When  the  board  of  equalization 
was  displaced  by  the  Tax  Commission  in  1919,  the  powers  of  the 
former  board  relative  to  equalization  and  original  assessment  were  all 
inherited  by  the  commission.  This  body  was  given  in  addition  broad 
powers  of  supervision  over  local  assessments  and  was  directed  to  con¬ 
duct  research  and  make  investigations  which  would  lead  to  recom¬ 
mendations  for  improvement  of  the  State  revenue  system. 

Apart  from  the  duties  assigned  to  the  State  board  or  commission 
and  certain  minor  duties  of  the  auditor  of  public  accounts  relative 
to  the  publication  of  assessment  and  rate  statistics,  administration  of 
the  property  tax  has  been  almost  entirely  in  the  hands  of  local  officials. 
The  local  administrative  organization  has  undergone  no  penetrating 
change  since  1839  and  has  been  changed  only  in  minor  details  since 
1872.  When  the  general  property  tax  was  first  adopted  provision  was 
made  for  the  appointment  of  assessors  by  the  county  commissioners’ 
courts  (the  county  boards)  with  appeal  by  property  owners  from  the 
assessors  to  the  county  commissioners  ’  courts.  Pour  years  later  assess¬ 
ment  duties  were  assigned  to  the  county  treasurers,  and  a  revision  of 
the  township  organization  law  in  1849  provided  for  elected  township 
assessors,  with  review  of  assessments  by  the  assessor  only  and  equali¬ 
zation  by  the  county  board.  In  1851  the  duty  of  reviewing  assessments 
was  transferred  to  a  township  board  comprising  the  assessor,  the  town 

1  The  general  assembly  first  sought  to  exempt  the  capital  stock  of  building  and  loan  associa¬ 
tions  by  Laws,  1887,  p.  131,  and  by  Laws,  1891  p.  89,  but  the  exemption  was  declared  unconstitu¬ 
tional  in  People’s  Loan  &  Homestead  Association  vs.  Keith,  153  Ill.  609  (1894).  See  also  Laws, 
1901,  p.  265,  held  unconstitutional  in  In  re  St.  Louis  Loan  &  Investment  Co.,  194  Ill.  609  (1902). 
Under  the  act  of  1895  the  shares  were  to  be  assessed  to  the  individual  owners  and  the  real  estate 
to  the  association. 

2  See  Tax  Commission,  15th  Annual  Report,  1933,  pp.  11-14. 
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clerk,  and  the  supervisor;  this  was  followed  two  years  later  by  a  pro¬ 
vision  for  a  county  board  of  review,  in  addition  to  the  township  board 
in  township  counties,  and  for  review  by  the  county  courts  in  other 
counties.  Under  the  revenue  act  of  1872,  the  county  board  was 
constituted  the  board  of  review  ex  officio  in  all  counties,  with  power 
to  change  individual  assessments  and  to  equalize,  but  the  township 
boards  of  review  were  also  retained.  The  county  assessor  in  non¬ 
township  counties  was  made  appointive  by  the  county  board;  this 
provision  was  changed  a  year  later  so  that  the  county  treasurer  was 
ex  officio  county  assessor.  The  revenue  act  of  1898  abolished  town¬ 
ship  boards  of  review  and  provided  for  county  boards  of  review  in 
all  counties,  with  elective  members  in  Cook  County  and  with  mem¬ 
bership  partly  ex  officio ,  partly  appointive  in  other  counties.1  It  made 
the  county  treasurer  ex  officio  supervisor  of  assessments  in  township 
counties,  with  general  supervision  over  the  elective  township  assessors. 
An  elective  board  of  five  assessors  was  provided  for  Cook  County. 
The  only  important  change  in  local  administrative  organization  since 
that  time  occurred  in  St.  Clair  and  Cook  counties.  In  St.  Clair  in 
1920  an  elective  board  of  five  assessors  was  established  and  an  elective 
board  of  review  was  substituted  for  the  appointive  board.  In  Cook 
County  a  single' elective  county  assessor  and  a  board  of  appeals  of  two 
members  were  established  in  1932. 

With  respect  to  collection,  the  tax  laws  have  undergone  even 
less  change  than  in  the  field  of  assessment.  The  original  provision 
of  1839  was  for  county  collectors  appointed  by  the  county  commis¬ 
sioners’  courts.  In  1843  the  sheriffs  were  made  collectors,  and  in 
1849  these  were  displaced  in  township  counties  by  elected  township 
collectors  who  made  their  returns  to  the  county  treasurer  as  ex  officio 
county  collector.  This  collection  organization  has  never  been  changed, 
excepting  that  in  1901  township  collectors  were  abolished  in  town¬ 
ships  lying  wholly  within  cities  of  more  than  50,000  population  and 
their  duties  were  assigned  to  the  county  collector,  and  in  1917  town¬ 
ship  collectors  were  abolished  in  counties  of  less  than  100,000  popu¬ 
lation  and  their  duties  were  assigned  to  the  county  collector.2 3  Under 
this  arrangement  the  chief  assessing  officer  in  township  counties,  other 
than  Cook  and  St.  Clair,  is  also  the  collecting  officer;  in  township 
counties  of  more  than  100,000  population,  the  locally  elected  town¬ 
ship  collectors"  serve  as  deputies  of  the  county  collector ;  and  in  other 
counties,  deputies  are  appointed.  In  non-township  counties,  on  the 
other  hand,  the  county  treasurer  is  also  the  assessor,  but  the  sheriff  is 
the  collector. 

History  of  proposals  for  improving  the  tax — The  fundamental 
characteristics  of  the  general  property  tax  as  it  exists  in  Illinois  have 
been  reviewed  from  time  to  time  by  successive  investigating  commis- 

1  In  non-township  counties  the  county  board  continued  as  the  board  of  review  ex  officio.  In 
township  counties  the  chairman  of  the  board  of  supervisors  is  ex  officio  chairman  of  the  board 
of  review.  From  1898  to  1901  the  law  provided  that  the  clerk  of  the  court  should  be  ex  officio 
a  member  of  the  board  of  review,  the  county  judge  appointing  the  third  member.  Since  1901 
two  members  have  been  appointive  by  the  county  judge. 

2  There  are  nine  counties  of  more  than  100,000  population,  but  not  all  of  these  have  chosen 
to  elect  township  collectors. 

3  In  those  places  where  this  system  is  retained. 
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sions  during  the  sixty  years  since  the  last  codification  of  the  tax  laws. 
An  extensive  movement  for  tax  reform  throughout  the  1870 ’s  brought 
forth  in  1885  the  establishment  of  the  first  official  revenue  investiga¬ 
ting  committee  in  Illinois.  The  proposals  of  this  commission  for  a  new 
revenue  law,  providing  for  a  complete  separation  of  State  and  local 
revenue  sources,  the  establishment  of  a  State  tax  commission,  and  ad¬ 
ministrative  changes,  were  not  reflected  in  legislation.  In  1894  the 
State  bureau  of  labor  statistics  prepared  a  report  which  revealed 
extensive  inequalities  in  assessments  of  property,  and  this  report  was 
doubtless  one  of  the  influences  which  led  to  enactment  of  the  revenue 
act  of  1898,  superseding  at  some  points  the  law  of  1872.  A  special 
tax  investigating  commission  reporting  in  1910  advised  the  establish¬ 
ment  of  a  State  tax  commission  in  place  of  the  board  of  equalization 
and  presented  drafts  of  a  constitutional  amendment  which  would  per¬ 
mit  the  classification  of  personal  property  for  tax  purposes.  Neither 
of  these  proposals  was  enacted  by  the  legislature.  The  faults  of  the 
general  property  tax,  as  they  have  been  revealed  by  earlier  reports 
were  more  extensively  demonstrated  by  additional  investigation  by  R. 
M.  Haig,  who  catalogued  them  as  follows  in  his  History  of  the  General 
Property  Tax  in  Illinois,  published  by  the  State  University  in  1914: 

“ There  is  gross  undervaluation.” 

“There  is  great  lack  of  uniformity.” 

“There  is  also  great  lack  of  universality.” 

“The  administrative  organization  is  defective.” 

‘ 1  Such  conditions,  ’  ’  Haig  continued,  1 1  cry  aloud  for  amelioration, 
but  complaints  have  been  raised  so  long  and  so  continuously  that  the 
legislators Tiave  come  to  consider  them  normal  and  necessary.”1  He 
suggested  codification  and  simplification  of  the  revenue  laws ;  creation 
of  a  permanent  tax  commission  in  place  of  the  board  of  equalization ; 
relaxation  of  constitutional  restrictions;  separation  of  State  and  local 
revenue  sources,  with  the  State  dependent  upon  new  “indirect” 
taxes;  revision  of  the  tax  on  personal  property;  and  some  reform  of 
the  taxation  of  corporations — possibly  the  use  of  net  income  in  place 
of  corporate  excess  as  the  measure  of  the  tax.2 

At  a  special  election  in  1912  there  were  541,189  favorable  votes 
against  187,467  negative  votes  upon  a  public  policy  question  asking 
whether  the  legislature  should  submit  a  constitutional  amendment 
providing  for  the  classification  of  property.  The  majority  required 
by  the  constitution  was  592,000,  so  that  if  this  had  been  a  vote  upon 
an  amendment,  the  proposition  would  have  failed;  since  it  was  merely 
an  advisory  vote  the  overwhelming  favorable  majority  might  have 
been  interpreted  by  the  legislature  as  significant. 

There  was,  however,  no  action  on  the  basis  of  this  referendum 
until  1916,  when  the  constitutional  amendment  proposed  by  the 
special  commission  of  1909-11  was  finally  submitted  to  the  voters.  It 


1  Op.  cit.,  pp.  218-20. 

2  See  ibid.,  pp.  225-228. 
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drew  656,298  favorable  votes  against  295,782  negative,  falling  short  of 
the  necessary  constitutional  majority  by  fewer  than  16,000  votes.  In 
1922  the  voters  rejected  decisively  a  new  constitution  which  embodied 
a  completely  revised  revenue  article,  eliminating  the  universal  uni¬ 
formity  rule,  permitting  taxation  of  intangibles  on  the  basis  of  either 
valuation  or  income,  and  authorizing  a  general  net  income  tax  with  its 
maximum  rate  limited  to  three  times  the  lowest  rate.  Four  years  later 
a  new  amendment  to  the  revenue  article  of  the  constitution  was  sub¬ 
mitted  to  the  electorate.  It  embodied  the  major  provisions  of  the 
amendment  rejected  in  1916  and  also  authorized  an  income  tax  if 
approved  by  two-thirds  of  the  members  elected  to  each  branch  of  the 
legislature.  This  proposal  received  651,768  votes  in  its  favor  and 
476,455  against  it,  but  fell  short  of  the  required  constitutional  majority 
bv  305,000  votes. 

A  new  investigation  of  the  property  tax  was  completed  in  1929  b}r 
a  special  joint  legislative  revenue  committee,  which  was  largely  an  out¬ 
growth  of  the  Cook  County  reassessment  and  the  financial  difficulties 
accompanying  it.  The  report  of  this  committee  reiterated  the  already 
familiar  indictments  of  the  property  tax  and  expressed  the  committee’s 
opinion  that  those  sections  of  the  constitution  requiring  that  all  prop¬ 
erty  be  taxed  uniformly  in  relation  to  value  imposed  “a  tax  system 
which  is  economically  unsound,  impossible  of  administration  and 
politically  debasing  in  its  effects.  ’  ’  The  committee  recommended  a  con¬ 
stitutional  amendment  permitting  classification  and  urged  resubmis¬ 
sion  of  the  amendment  which  failed  in  1926.  •’The  Tax  Commission 
reiterated  these  views  and  enlarged  the  scope  of  the  remedial  program 
in  its  10th  Annual  Report  for  1928,  published  in  1930,  in  which  it 
included  a  detailed  examination  of  the  revenue  system.  The  Commis¬ 
sion  recommended  that  Article  IX  of  the  Constitution  be  en¬ 
tirely  rewritten,  its  terms  liberalized,  and  the  uniform  rule  of  the  gen¬ 
eral  property  tax  eliminated.  It  suggested  that  the  legislature  should 
be  enabled  to  adopt  in  its  discretion  such  measures  as  a  classified 
property  tax,  low-rate  tax  on  intangibles,  an  income  tax,  and  similar 
measures  without  further  constitutional  amendment. 

A  proposal  for  constitutional  change  was  adopted  by  the  special 
legislative  session  of  1930.  The  amendment  was  expected  to  permit 
both  a  classified  property  tax  and  a  tax  on  net  income;  it  stipulated 
that  if  an  income  tax  was  imposed,  not  more  than  15  per  cent  of  the 
revenue  should  accrue  to  the  State,  except  by  the  affirmative  vote  of 
two-thirds  of  the  members  of  each  house.  The  proposed  amendment 
was  attacked  not  only  for  its  provisions,  but  also  on  the  ground  that 
it  had  been  adopted  by  an  improper  legislative  procedure  and  sub¬ 
mitted  in  an  improper  manner.  Thus  placed  under  a  double  shadow, 
it  attracted  only  371,812  affirmative  votes  and  513,861  negative,  from 
a  total  of  2,333,000  voters. 

A  special  tax  conference  appointed  by  the  Governor  early  in  1931 
submitted  a  report  to  an  extra  legislative  session  in  November  of  the 
same  year.  This  report  was  concerned  chiefly  with  the  crisis  occa¬ 
sioned  by  the  Cook  County  reassessment  and  the  economic  depression, 
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but  the  executive  committee  of  the  conference  declared  itself  “thor¬ 
oughly  convinced  of  the  necessity  of  amending  and  modernizing  the 
revenue  provisions  of  our  State  constitution  at  the  earliest  possible 
moment.”  The  program  set  before  the  legislature  embodied  pro¬ 
posals  for  the  restoration  of  the  credit  of  local  governments  and  for 
relief  to  distressed  taxpayers  through  (a)  provisions  for  new  sources 
of  public  revenue  and  for  more  effective  taxation  of  personal  prop¬ 
erty,  (b)  provisions  for  installment  payment  of  delinquent  real  estate 
taxes,  (c)  reduction  of  public  expenditures  and  tax  rates,  introduc¬ 
tion  of  uniform  public  accounting,  and  official  publication  of  informa¬ 
tion  as  to  finances  of  all  public  bodies,  and  (d)  provisions  to  promote 
uniformity  of  assessment  and  the  consolidation  of  taxing  bodies  when 
desired  by  the  voters.  A  number  of  specific  proposals  designed  to 
attain  these  objectives  were  enacted  into  law.  These  included  reor¬ 
ganization  of  the  assessing  system  in  Cook  County,  various  measures 
relating  to  the  issuance  of  local  tax  anticipation  warrants,  and  the 
adoption  of  the  State  tax  on  net  income  which  later  proved  to  be 
unconstitutional. 

The  present  Tax  Commission  reviewed  the  structure  and  admin¬ 
istration  of  the  property  tax  in  its  15th  Annual  Report  for  the  assess¬ 
ment  year  1933  and  made  numerous  recommendations  for  change. 
This  Commission  pointed  out  that  the  revenue  article  of  the  State 
Constitution  has  prevented  the  legislature  from  developing  and  di¬ 
versifying  the  fiscal  system,  with  the  consequence  that  the  costs  of 
education,  of  local  roads  and  streets,  of  protection  of  persons  and 
property,  and  of  the  many  other  functions  of  State  and  local  gov¬ 
ernments,  have  had  to  be  borne  principally  out  of  levies  upon  real 
and  personal  property  under  rules  and  procedures  developed  more 
than  sixty  years  ago.  The  Commission  advocated  constitutional 
amendment  on  the  ground  that  the  Constitution  prevents  the  differ¬ 
ential  treatment  of  certain  classes  of  property,  prohibits  the  exemp¬ 
tion  of  other  classes  from  the  general  property  tax,  and  precludes  the 
use  of  many  devices  calculated  not  only  to  improve  the  revenue  yield 
but  also  to  make  administration  more  effective  and  equitable.  At  the 
same  time  the  Commission  made  numerous  suggestions  for  changes 
which  would  improve  the  assessment  and  collection  of  taxes  under 
the  present  Constitution.  Chief  of  these  is  the  centralization  of  ad¬ 
ministration  of  State  and  local  revenues.  A  diminution  of  the  num¬ 
ber  of  local  assessors,  the  creation  of  a  more  extensive  supervisory 
organization,  a  shift  in  the  assessment  date,  an  enlargement  of  the 
supervisory  powers  of  the  Tax  Commission  to  cover  the  extension  and 
collection  of  taxes,  the  abolition  of  township  collectors,  the  simplifica¬ 
tion  of  the  process  of  levy  and  extension,  the  redefinition  of  real  and 
personal  property,  the  filling  in  of  statutory  gaps  which  practically 
exempt  passenger  and  freight  car-line  companies  from  property  taxes, 
the  concentration  of  all  capital  stock  assessments  in  the  Tax  Com¬ 
mission,  the  taxation  of  a  portion  of  the  corporate  excess  of  foreign 
corporations,  and  a  general  revision  and  clarification  of  the  revenue 
laws  were  among  the  other  proposals  made  by  this  Commission.1 


1  Cf.  Tax  Commission,  15th  Annual  Report,  1933,  pp.  31-40  and  335-40. 
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Illinois  Central  Tax 

Expansion  of  State  services  prevented  the  Illinois  Central  gross 
receipts  tax  from  satisfying  early  prophecies  that  it  would  pay  all 
expenses  of  the  State  government.1  It  seldom  yielded  more  than  one- 
eighth  of  all  net  State  revenues,  but  it  was  for  more  than  20  years  an 
important  means  of  paying  off  the  old  internal  improvement  debt. 

The  company  has  paid  a  flat  rate  of  7  per  cent  of  charter  line 
gross  receipts  since  1858,  but  this  is  only  the  minimum  payment 
required  by  the  contract  with  the  State.  The  charter  obligates  the 
company  to  pay  5  per  cent  of  its  gross  receipts,  and  in  addition  to 
pay  either  2  per  cent  of  gross  receipts  or  an  ad  valorem  tax  at  the 
general  State  rate  but  at  not  more  than  7.5  mills,  whichever  is  the 
greater.  In  1857,  when  the  railroad  property  first  became  subject  to  ad 
valorem  taxation,  the  State  rate  upon  a  valuation  fixed  by  the  auditor 
exceeded  the  2  per  cent  of  gross  receipts,  but  the  company  contended 
that  7  per  cent  of  gross  income  measured  its  maximum  as  well  as  its 
minimum  liability.  The  supreme  court  was  spared  from  interpreting 
the  7  per  cent  clause  by  an  agreement  of  attorneys  practically  limiting 
the  case  to  the  correctness  of  the  assessment.  The  court  disapproved 
the  auditor’s  valuation  and  indicated  that  the  company  had  paid  more 
than  the  State  rate  on  the  reduced  valuation.2  Thereafter  the  com¬ 
pany  continued  to  pay  a  flat  tax  of  7  per  cent  of  gross  receipts  with¬ 
out  regard  to  the  probable  yield  of  the  ad  valorem  tax.  In  1870  the 
State  auditor  produced  rough  estimates  indicating  that  no  reasonable 
assessment — if  equalized  with  the  current  undervaluation  of  property 
generally — would  yield,  even  at  the  full  7.5  mill  rate,  more  than  2  per 
cent  of  the  gross  receipts.  Since  that  time  there  probably  has  been  no 
year  in  which  the  State  property  tax  on  an  equalized  assessment 
would  have  exceeded  2  per  cent  on  gross  receipts. 

In  1905  there  was  an  attempt  in  the  legislature  to  provide  for  an 
investigation  into  the  company’s  method  of  accounting  for  charter 
line  receipts.  The  governor  followed  this  with  a  refusal  to  accept  the 
semi-annual  report  of  the  company  and  undertook  his  own  inquiry. 
In  1907  the  State  instituted  suit  for  an  accounting  covering  gross 
receipts  of  the  Illinois  Central  charter  lines  for  each  year  from  1877 
to  1906  inclusive.  Because  of  the  long  period  covered,  preparation 
of  the  case  took  many  months  and  court  action  was  equally  extended. 
The  State  supreme  court,  in  a  decision  rendered  in  1910, 3  denied  the 
claim  of  the  State  for  an  accounting  for  years  prior  to  1905  and 
overruled  the  contention  that  the  company  had  no  right  to  divert 
traffic  from  the  charter  to  the  non-charter  lines.  On  practically  all 
other  significant  points  among  the  many  that  were  decided  the  con¬ 
tentions  of  the  State  were  upheld.  The  company  was  charged  with 
the  burden  of  furnishing  information  and  of  proving  that  it  had 
divided  fairly  the  joint  earnings  of  the  charter  and  non-charter  lines. 
Free  traffic  arrangements  with  other  railroads  or  with  non-charter 


1  Cf.  supra ,  p.  14. 

2  State  v.  Illinois  Central  Railroad  Company,  27  Ill.  64  (1861). 

3  State  v.  Illinois  Central  Railroad  Company,  246  Ill.  188. 
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lines,  inadequate  remuneration  for  services  performed  for  non-charter 
lines,  arbitrary  reductions  from  gross  receipts,  and  other  devices  de¬ 
signed  to  minimize  taxable  gross  receipts  were  disapproved.  Review 
of  the  company’s  accounts  for  1905  and  later  years  in  the  light  of 
the  supreme  court  decision  was  a  slow  process  handed  down  by  each 
attorney-general  to  his  successor  for  20  years.  Public  interest  cooled 
as  the  heat  of  the  original  controversy  abated.  State  expenditures  for 
the  legal  and  auditing  work  accumulated.  Original  predictions  that 
the  State  would  recover  at  least  $6,000,000  in  back  payments  from 
the  Illinois  Central  Company  were  generally  forgotten,  as  were  ex¬ 
pectations  that  the  court  decision  would  add  at  least  $1,000,000  yearly 
to  subsequent  remittances.  In  1926  the  then  attorney-general  agreed 
to  a  settlement  whereby  the  company  paid  $1,500,000  in  return  for 
the  surrender  of  all  claims  of  the  State  on  behalf  of  taxes  of  the  years 
1905  through  1926.  Since  1905  the  State  had  spent  at  least  $887,000 
— perhaps  considerably  more — in  the  litigation.  The  company  had 
spent  quite  as  much.  The  attorney-general  who  made  the  settlement 
predicted  that  the  State  could  not  obtain  from  the  company  more 
than  $450,000  additional  payment  for  the  20  years  in  controversy  un¬ 
less  further  extended  and  costly  litigation  was  undertaken.  Under 
the  settlement,  the  company  agreed  to  assume  all  unpaid  costs  of  the 
litigation,  and  all  proceedings  were  terminated.  The  terms  of  the 
agreement  included  a  promise  by  the  railroad  company  to  revise  its 
method  of  determining  charter  line  gross  receipts.  Whatever  reforms 
may  have  followed,  they  had  no  perceptible  effect  upon  the  trend  of 
the  tax  payments.  After  1927  the  yearly  amount  declined  rapidly  as 
railroad  traffic  fell  off.  In  1934  the  payments  turned  upward.  Dur¬ 
ing  the  fiscal  year  1936  the  State  received  20  per  cent  more  than  in 
1933,  yet  this  was  less  than  half  of  the  amount  collected  for  1927. 1 

Inheritance  Tax 

Although  Illinois  now  has  an  inheritance  tax  and  does  not  have 
an  estate  tax,  the  act  of  1895  which  added  this  element  of  the  revenue 
system  had  some  of  the  characteristics  of  an  estate  tax  interspersed 
among  the  provisions  for  an  inheritance  tax.  For  example,  in  the 
case  of  bequests  to  near  relatives,  the  tax  rate  was  expressed  as  a 
percentage  of  the  individual  legacies,  but  for  all  other  heirs  the  tax 
was  expressed  as  a  percentage  of  the  value  of  the  estate  and  estates 
valued  under  $500  were  exempted.  For  next  of  kin,  the  exemption 
was  $20,000  to  each  heir,  and  for  uncles,  aunts,  nieces,  nephews  and 
their  lineal  descendants  the  exemption  was  $2,000  to  each  heir.  The 
rates  for  these  two  classes  were  proportional  above  the  exemption — 
1  per  cent  for  next  of  kin  and  2  per  cent  for  the  others.  Other  heirs 
paid  from  3  per  cent  on  estates  of  $10,000  or  less  to  6  per  cent  on 
estates  of  more  than  $50,000.  There  were  few  changes  in  the  inher¬ 
itance  tax  until  1909,  when  a  new  act  was  adopted  eliminating  many 
of  the  ambiguities.  This  act  increased  the  rates  and  made  them  pro¬ 
gressive  for  all  classes  of  heirs.  In  addition  it  strengthened  various 

1  Cf.  Table  7.  Receipts  of  $4,895,300  shown  for  1927  in  the  table  include  $1,500,000  received 
under  the  settlement  agreement. 
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administrative  provisions  and  eliminated  some  means  of  avoidance 
formerly  available,  such  as  exemptions  of  life  estates  to  direct  de¬ 
scendants  where  the  remainder  went  to  strangers.  A  fiat  rate  was  ap¬ 
plied  to  the  whole  taxable  amount  of  each  legacy,  rather  than  a  rate 
varying  for  each  bracket  as  under  the  present  law;  consequently  the 
rates  of  taxation  under  the  act  of  1909  were  not  so  much  below  those 
in  the  present  law  as  a  simple  comparison  of  the  rates  might  suggest.1 
Various  later  amendments  strengthened  the  administrative  provisions 
further.  By  an  amendment  in  1919  the  present  bracket  system  of 
rates  was  adopted,  with  each  tax  rate  applying  only  within  the  limits 
of  a  given  bracket;  the  number  of  brackets  was  increased;  and  the 
rates  were  advanced.2  Two  years  later  the  rates  were  doubled.  Since 
1921  they  have  not  been  changed,  although  other  provisions  of  the 
law  have  been  altered  at  nearly  every  legislative  session.  The  cur¬ 
rent  rates  and  those  provided  in  each  earlier  enactment  are  exhibited 
in  Table  13.  The  exemptions  are  $20,000  each  for  next  of  kin,  except¬ 
ing  that  for  brothers  or  sisters  the  exemption  is  $10,000  each ;  $500 
each  for  heirs  who  are  collateral  relatives  of  the  decedent,  and  $100 
each  for  persons  in  the  class  of  distant  relatives  and  strangers. 

Administration  of  the  inheritance  tax  has  been  divided  among 
several  agencies  since  its  inauguration.  In  this  respect  the  tax  has 
undergone  no  material  change.  The  county  or  probate  judge  de¬ 
termines  whether  particular  transfers  are  taxable  and  appraises 
taxable  bequests  or  has  them  appraised.  The  judges  and  county 
clerks  are  required  to  submit  quarterly  reports  of  unpaid  inheritance 
taxes  to  the  county  treasurers  for  transmission  to  the  inheritance 
tax  division  of  the  office  of  the  Attorney-General.  This  State  office 
has  general  supervision  over  the  assessment  and  collection  of  the 
tax.  Tax  forms  are  drawn  by  the  Attorney-General  and  supplied 
by  him  to  county  officers.  The  record  book  used  by  the  county 
judge  is  furnished  by  the  State  Treasurer.  Payments  are  made  by 
the  executor,  administrator,  or  trustee  of  each  estate  to  the  county 
treasurer,  who  retains  2  per  cent  to  cover  collection  expenses  and 
makes  a  monthly  remittance  of  the  remainder  to  the  State  Treasurer, 
with  a  report  to  the  State  Auditor. 

Insurance  and  Corporation  Taxes 

Special  taxes  on  the  insurance  business,  though  applying  for 
the  most  part  only  to  foreign  companies,  have  always  surpassed  all 
other  corporation  fees  and  taxes  in  fiscal  importance  in  Illinois. 
Moreover,  differential  taxation  of  insurance  companies  apparently 
antedates  the  general  corporation  tax,  for  it  was  introduced  in  1841 
in  the  form  of  an  agents’  license  tax  followed  in  1843  by  a  gross  pre¬ 
mium  receipts  tax  upon  foreign  life  insurance  companies. 

1  Under  the  act  of  1909,  a  bequest  of  $251,000  to  a  stranger  was  taxed  10  per  cent,  or 
$25,100.  At  present  such  a  bequest  would  be  exempt  on  the  first  $100,  taxed  at  10  per  cent 
on  the  next  $20,000,  12  per  cent  on  the  next  $30,000,  16  per  cent  on  the  next  $50,000,  20  per 
cent  on  the  next  $50,000,  24  per  cent  on  the  next  $100,000,  and  30  per  cent  on  the  remaining 
$900 — a  total  of  $47,870  tax,  or  an  effective  rate  of  19  per  cent. 

*  For  distant  heirs  the  change  in  the  bracket  system  brought  about  an  actual  decrease  in 
effective  rates  on  some  legacies.  For  example,  the  $251,000  inheritance  considered  in  the  preced¬ 
ing  footnote  would  have  been  subject  to  a  tax  of  $23,935  under  the  rates  enacted  in  1919,  com¬ 
pared  with  $25,100  under  the  earlier  law. 
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The  act  of  1869  which  provided  for  taxing  foreign  fire,  marine, 
and  inland  navigation  insurance  companies  under  the  property  tax 
upon  their  premium  receipts,1  included  a  retaliatory  clause  imposing 
additional  liabilities  depending  upon  the  tax  policies  of  the  states 
of  incorporation.  By  this  clause,  these  types  of  companies  were 
required  to  pay  to  the  State  of  Illinois  fees,  fines,  taxes,  etc.,  at  least 
as  high  as  those  imposed  by  the  home  state  upon  Illinois  corpora¬ 
tions  doing  similar  business  there.  Like  provisions  were  applied  in 
later  laws  to  other  foreign  insurance  companies.  Such  retaliatory 
provisions  were  upheld  in  several  cases  by  the  State  Supreme  Court 
and  the  decisions  were  followed  by  prompt  increases  in  insurance 
tax  collections. 

Insurance  premium  taxes — In  1899  the  legislature  adopted  two 
acts  imposing  an  annual  tax  of  2  per  cent  of  gross  premium  receipts 
of  insurance  companies.  One  act  was  general,  levying  the  tax  upon 
all  foreign  insurance  companies  other  than  life.  It  made  the  tax 
a  condition  precedent  to  doing  business  in  Illinois.  It  required 
annual  payment  to  the  State  insurance  superintendent  and  provided 
that  such  payment  should  be  in  full  for  all  taxes,  State  and  local, 
excepting  taxes  on  real  estate  and  any  reciprocal  (retaliatory)  taxes 
required  by  law.  Fire  insurance  companies  were  to  be  allowed 
credit  for  any  premium  tax  paid  to  cities  and  villages  with  organized 
fire  departments.2  The  other  act  applied  to  mutual  burglary  and 
casualty  companies  whether  foreign  or  domestic.  The  premium 
receipts  tax  under  this  law  was  in  lieu  of  all  other  municipal  and 
State  taxes.3  The  more  general  act  was  soon  declared  unconstitu¬ 
tional  on  the  ground  that  the  legislature  had  no  authority  to  release 
the  insurance  companies  from  municipal  taxes  on  personal  property 
without  at  least  providing  some  sort  of  equivalent  payment  to  the 
municipal  corporations.4  The  corresponding  State  tax  on  mutual 
casualty  and  burglary  risk  companies  was  supposed  to  suffer  from 
the  same  constitutional  defect.  In  any  case  it  was  of  no  practical 
importance  since  there  were  no  such  companies  operating  in  Illinois 
in  1909.  It  was  repealed  in  1915. 

The  gross  receipts  tax  for  support  of  the  office  of  the  State  fire 
marshal  was  introduced  in  1909.  It  applied  to  all  fire  insurance  com¬ 
panies,  foreign  and  domestic.  The  rate  was  to  be  determined  an¬ 
nually  by  the  fire  marshal  according  to  administrative  needs,  but  at 
not  more  than  one-fourth  of  1  per  cent  of  gross  premium  receipts  in 
Illinois.5  This  law  continued  without  material  amendment  until  1933, 
when  an  annual  rate  at  the  maximum  level  was  effectively  assured  by 
a  provision  that  any  surplus  in  the  fire  prevention  fund  at  the  close 
of  each  year  should  be  transferred  to  the  State  general  revenue  fund 
instead  of  being  applied,  as  the  earlier  law  provided,  to  reducing  the 
rate  for  the  following  year.  In  1935  the  maximum  rate  was  doubled. 


1  Cf.  supra,  p.  33. 

2  Laws  1899 ,  p.  235. 

3  Laws  1899,  p.  235. 

4  Raymond  v.  Hartford  Insurance  Company,  196  Ill.  329  (1902). 

B  Laws  1909,  p.  266. 
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The  comprehensive  gross  receipts  tax  of  1899  was  not  revived 
until  1919,  when  an  annual  privilege  tax  of  2  per  cent  was  imposed 
upon  all  types  of  non-resident  insurance  corporations  and  asso¬ 
ciations  licensed  to  sell  insurance  in  Illinois.1  The  new  tax  was 
declared  to  be  in  lieu  of  municipal  license  fees  or  privilege  or 
occupation  taxes,  and  such  municipal  charges  upon  either  the  com¬ 
panies  or  their  agents  were  forbidden.  The  city  and  village  taxes 
(if  any)  paid  for  the  support  of  organized  fire  departments  were 
made  credits  against  the  State  tax.  The  fatal  defect  of  the  act  of 
1899  was  avoided  by  express  provision  that  the  new  law  should  not 
be  construed  to  prevent  the  levy  and  collection  of  any  property 
taxes,  State  or  local,  or  of  municipal  fire  department  taxes  and  the 
State  fire  marshal  tax.  This  tax  has  continued  without  change. 

The  act  of  1919  for  a  gross  premiums  tax  upon  foreign  insurance 
companies  was  not  accompanied  or  supplemented  by  provision  for  any 
similar  tax  on  domestic  companies.  On  the  other  hand,  it  included 
a  reciprocal  provision  making  the  Illinois  privilege  tax  higher  than 
2  per  cent  upon  companies  organized  in  any  state  or  territory  which 
has  laws  subjecting  Illinois  corporations  to  taxes,  fines,  penalties,  or 
fees  that  would  produce  amounts  greater  than  would  be  produced  by 
application  of  the  Illinois  law.  The  laws  of  the  home  state  determine 
the  tax  in  such  cases.  Illinois  domestic  insurance  companies,  except¬ 
ing  fire  insurers,  remain  free  in  their  home  state  of  all  special  insur¬ 
ance  taxes.  Like  other  business,  of  course,  they  continue  subject  to 
property  taxes  on  their  corporate  excess  and  tangible  property. 

Corporation  taxes — Comprehensive  taxation  of  business  corpo¬ 
rations  generally,  apart  from  the  general  property  tax,  was  not  in¬ 
augurated  in  Illinois  until  1919,  the  same  year  as  the  universal  prem¬ 
ium  receipts  tax  on  foreign  insurance  companies.  At  various  earlier 
times  business  corporations  had  been  made  subject  to  fees  and  taxes  of 
special  types  but  these  were  insignificant  fiscally.  Before  1848  any 
incorporation  and  registration  fees  which  may  have  been  collected 
accrued  to  the  secretary  of  state  personally;  and  from  1848  to  1870 
both  the  secretary  and  the  auditor  of  public  accounts  had  perquisites 
of  this  sort.  Their  profits  after  paying  clerks  from  the  fees  seem  to 
have  been  negligible.  The  constitution  of  1870  required  that  such 
fees  be  paid  into  the  treasury.2  Since  then  they  have  been  included  in 
the  revenue  collected  by  the  secretary  of  state.  Receipts  on  this  ac¬ 
count  were  an  insignificant  part  of  State  revenue  until  1893,  when  the 
general  incorporation  fee  was  raised  to  $25  with  a  resulting  sharp 
advance  in  collections.  The  receipts  were  further  increased  in  1895, 
when,  upon  the  recommendation  of  the  secretary  of  state,  the  legisla¬ 
ture  imposed  a  sliding  scale  under  which  the  tax  varied  with  the 
amount  of  capital  stock  authorized.  A  similar  graduated  tax  was 
imposed  upon  increases  of  authorized  capital.  Such  taxes  were,  of 
course,  payable  only  on  specific  occasions  for  each  corporation — at  the 
time  of  incorporation  and  at  the  time  of  expansion  of  the  capitaliza¬ 
tion.  In  1897  the  system  was  extended  to  foreign  corporations,  other 


1  Laws  1919 ,  p.  628.  Fraternal  benefit  associations  and  societies  were  exempted  from  the  tax. 
3  Art.  V,  sec.  23. 
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than  insurance  companies,  by  a  provision  requiring  them  to  pay  the 
same  fees  as  Illinois  corporations,  but  only  on  that  proportion  of 
their  capital  stock  represented  by  “ property  and  business”  in  Illi¬ 
nois.  The  only  annual  fee  upon  corporations  before  1919  was  a 
charge  of  $1  for  filing  statutory  reports.  The  general  corporation 
act  of  1919  introduced  an  “annual  license  fee  or  franchise  tax”  ap¬ 
plying  to  every  corporation  for  profit,  including  railroads  but  ex¬ 
cepting  insurance  companies,  whether  incorporated  in  Illinois  or 
merely  licensed  to  do  business  in  the  state.  The  tax  was  measured 
for  each  company  by  “the  proportion  of  its  authorized  capital  stock 
represented  by  business  transacted  and  property  located  in  this  state” 
and  the  rate  was  fixed  at  five  cents  on  each  $100. 1  For  corporations 
having  neither  property  or  business  in  Illinois,  there  was  a  tax  of  $10 
to  $1,000  depending  on  the  aggregate  value  of  the  capital  stock.2 

With  revision  of  the  general  corporation  act  in  1933,  the  fran¬ 
chise  tax  provisions  were  amplified.  The  rate  of  five  cents  on  each 
$100  of  a  capital  structure  was  retained,  but  the  basis  of  the  tax  was 
changed  to  “the  amount  represented  in  this  State  *  *  *  of  the  sum  of 
the  stated  capital  and  paid-in  surplus.  ’  ’3  Inclusion  of  paid-in  surplus 
was  necessary  to  prevent  wholesale  tax  avoidance. 

The  sale  of  a  few  classes  of  corporate  securities  has  also  been 
subjected  to  a  tax.  The  “blue  sky”  law  of  1919,  directing  registra¬ 
tion  with  the  secretary  of  state  of  securities  offered  for  sale,  imposed 
a  tax  of  five  cents  for  each  $100  of  face  value  but  not  less  than  $25 
or  more  than  $300  on  the  registration  of  certain  types.  Collections 
are  made  by  the  secretary  of  state.  Public  utilities  are  taxed  ten 
cents  on  each  $100  face  value  of  bonds  and  long-term  notes  author¬ 
ized  by  the  Illinois  commerce  commission  under  a  provision  adopted 
in  1913  and  continued  since  then  without  substantial  charge.  This 
tax  on  public  utilties  is  assessed  and  collected  by  the  commerce  com¬ 
mission. 


Motor  Vehicle  Taxes 

During  the  first  century  of  statehood  the  provision  of  public 
roads  was  left  almost  entirely  to  the  counties  and  their  subdivisions. 
The  slight  expenditures  which  the  State  itself  made  in  its  early 
history  were  almost  entirely  for  the  viewing,  marking,  and  survey- 

1  The  basis  of  authorized  capital  stock  was  declared  void  as  to  foreign  corporations  in 
O’Gara  Coal  Company  v.  Emmerson,  326  Ill.  18  (1927),  following  Air-Way  Electric  Appliance 
Corporation  v.  Day,  266  U.  S.  71  (1924),  although  it  had  been  upheld  as  to  domestic  corpora¬ 
tions  in  Roberts  and  Schaefer  Company  v.  Emmerson,  271  U.  S.  50.  As  a  result  of  the  O’Gara 
decision,  the  legislature  in  1927  substituted  the  words  “issued  capital  stock,  or  amount  to  be 
issued  at  once,”  for  the  words,  “authorized  capital  stock”  ( Laws  1927 ,  p.  354.). 

2  Laws  1919,  p.  312,  secs.  105-118,  129,  and  130.  The  minimum  tax  on  any  corporation  was 
$10.  The  graduated  tax  applied  until  1927  to  corporations  without  tangible  property  and  trans¬ 
acting  no  business  in  Illinois.  By  Laws  1927,  p.  354,  the  word  “tangible”  was  dropped.  In 
St.  Louis  Southwestern  Railway  Company  v.  Stratton,  353  Ill.  273  (1933),  the  graduated  minimum 
tax  was  declared  void  as  applied  to  foreign  corporations.  (Certiorari  denied  by  the  United 
States  supreme  court — 291  U.  S.  673.) 

3  Laws  1933,  p.  308,  sec.  127,  131-134,  and  138-140 J/£.  The  minimum  tax  for  all  corporations 
Was  graduated  from  $10  to  $1,000  according  to  the  sum  of  stated  capital  and  paid-in  surplus, 
without  regard  to  the  amount  represented  in  Illinois ;  but  the  minima  were  inapplicable  to 
foreign  corporations  under  the  decision  in  St.  Louis  Southwestern  Railway  Company  v.  Stratton, 
supra,  and  were  therefore  not  enforced  by  the  secretary  of  state.  Cf.,  also,  Attorney-General, 
Report  and  Opinions,  193 It,  p.  293.  A  $10  minimum  tax  in  sec.  140  (as  amended  by  Laws  1933- 
31f,  3d  spec,  sess.,  p.  146),  which  referred  expressly  to  an  initial  franchise  tax  for  a  fractional 
year,  was  construed  by  the  secretary  of  state  to  apply  by  implication  to  the  annual  tax. 
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ing  of  routes,  although  a  few  thousand  dollars  were  expended 
for  building  bridges  in  various  counties.  Before  the  constitution 
of  1848  was  adopted,  a  short  lived  era  of  privately-owned  plank 
roads  had  come  and  gone,  leaving  little  permanent  result.  Illinois 
still  depended  upon  muddy  prairie  roads.  The  General  Assembly 
continued  to  create  State  roads  by  legislation,  “laying  them  out  by 
stakes  in  the  prairie  and  blazes  on  the  trees,  but  experience  demon¬ 
strated  that  even  a  sovereign  state  could  not  legislate  a  mudhole 
into  a  turnpike.”1 

Even  in  1870,  although  more  miles  of  road  had  been  con¬ 
structed,  the  condition  of  highways  was  hardly  better  than  it  had 
been  twenty-five  years  earlier.  Country  districts  depended  almost 
entirely  on  earth  roads,  most  of  them  almost  impassable  during 
part  of  each  year.  The  provision  of  roads  was  still  a  local  func¬ 
tion,  entrusted  to  local  road  supervisors  appointed  in  districts  cre¬ 
ated  by  the  county  commissioners.  The  road  tax  was  still  a  labor 
tax.  Provision  for  road  maintenance  by  contract  was  rejected  in 
1872,  “because  the  farmers  wished  to  work  out  their  road  taxes  at 
leisure.”2  During  the  1870’s  the  State  board  of  agriculture  at¬ 
tempted  to  encourage  the  improvement  of  roads  by  conducting  con¬ 
tests  and  awarding  prizes.  Property  tax  levies  for  road  purposes 
increased  rapidly,  amounting  in  1879  to  $1,260,000  for  the  entire 
State  and  an  average  rate  of  1.6  mills.  Five  years  later  the  aggre¬ 
gate  levy  was  $2,260,000  and  the  average  rate  2.6  mills.  Only  a 
negligible  part  of  the  collections  was  devoted  to  construction  of 
roads  with  improved  surfaces.  Even  as  late  as  1905,  the  first  year 
for  which  a  comprehensive  survey  is  available,  there  were  only 
7,864  miles  of  macadam  and  gravel  road  in  a  total  of  94,141  miles 
of  public  roads  in  Illinois;  that  is,  in  1905  less  than  8.5  per  cent  of 
the  mileage  was  “permanently  improved”  according  to  the  standards 
of  that  day.  A  movement  for  State  assumption  of  the  burden  of 
rural  road  improvement  began  to  appear  in  1890,  when  the  State 
Grange  adopted  resolutions  favoring  appropriation  by  the  State 
and  counties  for  hard  roads  between  the  county  seats  and  other 
important  towns.  A  bill  to  set  up  a  State  board  of  highway  com¬ 
missioners  was  introduced  in  the  legislature  in  1891,  but  such  a 
board  was  not  established  until  1903. 

In  the  interval  the  demand  for  highwaj^  improvement  was  in¬ 
tensified  by  the  introduction  of  automobiles.  Earlier  agitation  for 
road  programs  arose  entirely  from  the  demands  of  farmers  for  pass¬ 
able  roads  over  which  they  could  haul  their  produce  to  the  railroads 
or  to  market.  Now  the  urban  owners  of  automobiles  were  also 
interested  in  improving  the  highways.  A  State  good  roads  com¬ 
mission  was  appointed  in  1903  to  investigate  the  situation,  and  in 
1905  a  State  highway  commission  was  established.  At  this  time 
local  governments  were  spending  more  than  $4,000,000  a  year  on 
roads  and  bridges.  Taxes  levied  for  such  purposes  had  increased 

1  Cole,  The  Era  of  the  Civil  War  181/8-70  ( Centennial  History  of  Illinois,  vol.  3),  p.  32. 

2  Bogart  and  Thompson,  The  Industrial  State  1870-93  ( Centennial  History  of  Illinois,  vol.  4), 
p.  354.  The  labor  tax  for  roads  was  not  abandoned  until  1913,  when  it  was  repealed  by  Laws, 
1913,  p.  520,  which  substituted  a  cash  poll  tax.  Cities  and  villages  may  still  impose  a  poll 
tax  of  two  days  labor  on  streets  but  must  provide  for  commutation  at  75  cents  a  day.  (See 
Capitation  Taxes  in  Table  5). 
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by  21.5  per  cent  in  14  years  from  1884  to  1898,  and  by  49.3  per  cent 
in  the  next  seven  years,  to  a  total  of  $4,009,000  in  1905. 

Although  the  State  highway  commission  established  under  the 
act  of  1905  had  little  direct  administrative  power,  its  campaign  for 
better  earth  roads  brought  about  a  wave  of  road  dragging  which 
abated  about  1908  as  it  became  apparent  that  the  results  could 
not  be  so  great  as  had  been  at  first  anticipated.  The  commission 
made  traffic  surveys,  constructed  short  lengths  of  experimental  road 
of  various  kinds,  and  advised  local  officials  upon  the  construction 
of  roads  and  bridges,  providing  them  with  plans  and  specifications 
and  supervising  the  work.  Under  such  stimulus  local  expenditures 
continued  to  advance  at  an  accelerating  rate.  In  1913  the  local  road 
and  bridge  levies  were  73  per  cent  greater  than  in  1905,  amounting 
to  $7,103,000. 

Motor  license  tax — Even  with  local  expenditures  growing  thus 
rapidly,  there  was  demand  for  more  rapid  development  of  the  State 
highway  system.  At  least  23  other  states  had  adopted  a  policy  of 
granting  aid  from  the  state  treasury,  and  Illinois  now  joined  this 
group.  Some  provision  had  already  been  made  for  a  special  source 
of  State  revenue  by  the  adoption  in  1907  of  a  flat-rate  registration  fee 
of  $2  for  automobiles,  payable  only  once  and  replacing  the  special 
road  tax  which  numerous  local  authorities  had  previously  sought  to 
collect  from  motor  vehicle  owners.  In  1909  the  $2  fee  was  made  pay¬ 
able  annually.  It  was  replaced  in  1911  by  a  graduated  registration 
fee,  the  proceeds  of  which  were  dedicated  to  highway  improvement 
purposes.  An  intensive  good  roads  campaign  brought  about  the  adop¬ 
tion  of  a  State-aid  law  in  1913,  establishing  a  highway  commission 
with  more  general  powers  of  administrative  supervision  than  were  en¬ 
joyed  by  its  predecessor  and  with  authority  to  distribute  State  aid 
funds. 

By  1917  every  county  in  the  State  had  received  a  share  of  the 
State  highway  distribution.  The  availability  of  more  and  better 
roads  stimulated  the  use  of  motor  vehicles ;  the  increased  number  and 
utility  of  motor  vehicles,  in  turn,  intensified  the  demand  for  road 
improvement.  Provision  was  made  for  county  borrowing  in  order 
that  the  work  might  be  hastened,  but  demand  arose  for  a  large  scale 
program  on  the  part  of  the  State.  Meanwhile,  the  inauguration  of 
Federal  aid  for  roads  under  an  act  passed  by  congress  in  1916  en¬ 
couraged  the  strengthening  of  State  administrative  control  over  local 
highways,  a  development  which  was  influenced  also  by  other  circum¬ 
stances. 

Upon  the  approval  of  a  $60,000,000  State  bond  issue  for  highway 
purposes  in  1918  and  of  a  further  $100,000,000  bond  issue  in  1924, 
the  State  government  embarked  directly  upon  an  extensive  system 
of  road  building  and  maintenance.  The  collections  from  motor 
vehicle  licenses  were  pledged  as  the  principal  resource  for  debt  serv¬ 
ice  in  both  bond  issue  laws,  with  provision  for  a  direct  levy  on  prop¬ 
erty  as  a  supplemental  resource  if  this  became  necessary  in  any  year. 
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It  is  unnecessary  to  trace  here  the  history  of  the  State  highway  pro¬ 
gram  or  to  examine  in  detail  the  administration  of  the  motor  vehicle 
license  tax.  The  highway  work  was  assigned  in  1917  to  the  division 
of  highways  of  the  department  of  public  works  and  buildings  and  has 
remained  since  then  a  responsibility  of  that  .division.  The  adminis¬ 
tration  of  the  motor  vehicle  tax  was  assigned  at  the  very  beginning  in 
1907  to  the  secretary  of  state  and  has  remained  in  the  charge  of  that 
official.  The  number  of  vehicles  registered  in  each  calendar  year,  the 
fees  collected,  and  the  rates  of  increase  in  the  number  of  vehicles  and 
in  the  amount  of  collections  are  set  forth  in  Table  14.  The  table  also 
shows  the  average  fee  collected  in  each  year.  The  average  fee  is 
affected,  of  course,  not  only  by  changes  in  the  rates  stipulated  in  the 
law,  but  also  by  changes  in  the  number  of  vehicles  registered  in 
particular  classes. 


Table  14 

Motor  Vehicle  Registrations  and  Fees:  by  Calendar  Years, 

1911-1935 


Number  of 

Fees 

Percentage  increase 

Calendar 

year 

vehicles 

(thousands) 

collected 
(thousands)  i 

Average 

fee 

In  number 
of  vehicles 

In  amount 
collected 

1911  ------ 

38.  3 

$  105.3 
375.7 

$  2.75 

5.  52 

1912  _ 

68.0 

77.7% 

256.6% 

1913  _ 

94.6 

507. 1 

5.  36 

39.2 

35.0 

1914  _ 

131. 1 

703.4 

5.  36 

38.6 

38.7 

1915  _ 

180.8 

924.9 

5.11 

37.9 

31.5 

1916  .  . 

248.  4 

1,  242.  5 

5.  00 

37.4 

34.3 

1917  _ 

340.3 

1,587.8 

4.  67 

37.0 

27.8 

1918  _ 

389.8 

2,  762.  6 

7.  09 

14.6 

74.0 

1919  _ 

478.4 

3,  262.  2 

6.  82 

22.7 

18.1 

1920  _ 

568.8 

5,  893.  6 

10.  36 

18.9 

80.7 

1921  _ 

670.4 

6,  776.  8 

9.94 

17.9 

15.0 

1922  _ 

786.2 

7,861.2 

10.  01 

17.3 

16.0 

1923  _ 

973.6 

9,  630.  4 

9.  94 

23.8 

22.5 

1924  _ 

1,128.1 

11,514.0 

8.  68 

15.9 

19.6 

1925  _ 

1,267.7 

12,  936.  9 

10.  20 

12.4 

12.4 

1926  _ 

1,375.2 

14, 047.  2 

10.  21 

8.5 

8.6 

1927  _ 

1,443.6 

14,  839.6 

10.  28 

5.0 

5.6 

1928  _ 

1,508.9 

15,  521.5 

10.  29 

4.5 

4.6 

1929  _ 

1,619.7 

17,087.2 

10.  55 

7.3 

10.1 

1930  _ 

1,642.6 

18,  447.  2 

11.23 

1.4 

8.0 

1931  _ 

1,616.7 

18, 426.  5 

11.40 

-1.6 

-0.1 

1932  _ 

1,496.8 

16,  966.  7 

13.  35 

-7.4 

-7.9 

1933  _ 

1,466.0 

16,  229.  3 

11.07 

-2.1 

-4.4 

1934  _ 

1,467.4 

17,  333.3 

11.81 

0. 1 

6.8 

1935  _ 

1,537.6 

18, 622.  3 

12. 11 

4.8 

7.4 

1  The  amounts  shown  represent  receipts  by  the  secretary  of  state.  These  do  not  coincide 
with  receipts  at  the  State  treasury,  because  of  the  time  elapsing  before  the  secretary  of  state 
transfers  funds  to  the  treasurer. 
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Fees  on  automobiles  and  trucks  ranged  from  $4  to  $10  from  1911 
through  1915 ;  from  $3  to  $10  in  1916  and  1917 ;  and  from  $4.50  to 
$20  in  1918  and  1919.  From  1920  through  1935  the  rates  for  passen¬ 
ger  vehicles  ranged  from  $8  to  $25 ;  by  an  act  of  1935  they  were  re¬ 
duced  so  that  beginning  in  1936  the  range  is  $6.50  to  $22.  Begin¬ 
ning  in  1920  the  fees  for  vehicles  other  than  passenger  cars  for  seven 
passengers  or  less  ranged  from  $12  to  $60,  but  in  1923  fees  for  trucks 
and  busses  of  over  12,000  pounds  were  advanced  and  the  maximum 
raised  to  $150.  In  1931  these  fees  were  further  advanced  so  that  the 
rates  for  trucks  and  busses  ranged  from  $10  to  $250.  In  1935  the 
license  provisions  for  trucks  and  buses  were  changed  so  that  the  owner 
of  any  such  vehicle  was  given  the  option,  beginning  in  1936,  of  paying 
(a)  a  $5  license  fee  plus  a  flat  weight  tax,  or  (b)  a  $5  license  fee  plus 


Table  15 


Motor  Vehicle  License  Fee  Collections  in  Relation  to  State 
Highway  Debt  Service  Obligations:  1921-1936 

(Amounts  in  thousands  of  dollars) 


Fiscal 

License  fee 

Highway  debt  service 

License  reve¬ 
nue  as  a  per- 

year 

collections 

Total 

Net  interest1 

Principal 

centage  of  to¬ 
tal  debt  service 

1921  . . 

$  7, 004.  6 

8, 340. 4 

1922  _ 

$  96 

$  96 

8,  687% 

1923  _ _ - 

9,  482.  4 
11,540.9 

12. 829. 1 

13.879.1 

661 

661 

1,434 

854 

1924 

1,352 

1,995 

1,352 

1,995 

3,237 

1925 

643 

1926  _ 

5',  220 

$1, 983 

266 

1927  _ 

14, 999.  9 

5, 477 

3,  473 

2, 004 

274 

1928  _ 

15,  368.  0 

5,  759 

3,757 

2, 002 

267 

1929  . . . 

16,  793.  4 

6,  679 

4,  687 

1,992 

251 

1930  _ 

18,  701.5 

7,  729 

5,  720 

2,  009 

242 

1931  .. . ... 

18, 435.9 

7,810 

5,  870 

1,940 

236 

1932  _ 

17,124.4 

8,441 

5,  889 

2,  552 

203 

1933  . . 

15,  943.0 

8,277 

5,  776 

2,  501 

193 

1934  _ 

17,  636.  9 

8,165 

5, 700 

2, 465 

216 

1935  _ _ 

18,  585.  42 

8, 9343 

5,  62H 

3,313 

208 

1936  _ 

18,  631.92 

9,  0703 

5,  4803 

3,  590 

206 

1  After  deducting-  accrued  interest  on  bonds  sold. 

2  Preliminary  figures.  Cf.  supra,  Table  7,  footnote  n. 

3  Contractual  obligations  for  interest ;  actual  payments  are  not  yet  reported. 


a  mileage  tax  at  rates  which  advance  from  1  mill  to  20  mills  per  mile 
according  to  the  gross  weight  of  the  vehicle. 

The  yield  of  the  motor  vehicle  license  tax  has  been  more  than 
adequate  in  every  year  to  pay  both  interest  and  principal  on  all  high¬ 
way  bonds  outstanding,  so  that  it  has  been  unnecessary  to  resort  to 
property  taxation  or  other  revenues  to  meet  these  charges.  The  rela¬ 
tionship  between  motor  vehicle  license  fee  collections  and  payments 
on  account  of  highway  bonds  is  set  forth  in  Table  15. 

Gasoline  tax — An  intensive  program  of  State  highway  construc¬ 
tion,  financed  from  the  proceeds  of  the  $60,000,000  bond  issue  authori¬ 
zed  in  1918,  was  carried  forward  so  rapidly  that  the  proceeds  of  this 
issue  were  exhausted  by  the  end  of  1924.  At  this  time  the  second 
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highway  bond  issue  of  $100,000,000  became  available.  The  law  au¬ 
thorizing  this  issue  directed  that  the  original  system  of  4,800  miles 
should  be  completed  before  work  was  begun  upon  5,000  miles  of  new 
routes  specified  in  this  law.  By  1926  the  State  division  of  highways 
had  expended  $27,000,000  from  the  second  bond  issue,  but  the  orig¬ 
inal  4,800-mile  system  of  bond  issue  routes  still  lacked  more  than  500 
miles  for  its  completion,  and  no  beginning  had  been  made  on  the 
expanded  system  which  was  a  condition  of  the  new  bond  issue.  The 
alternative  of  either  curtailing  the  second  program  or  providing  new 
sources  of  revenue  now  had  to  be  faced.  From  1918  until  the  end  of 
1926  the  State  had  paid  for  highway  outlays,  other  than  State-aid, 
a  total  of  $153,688,000,  of  which  $86,944,000  was  borrowed  money, 
$23,838,000  Federal  aid,  and  the  remaining  $42,906,000  was  derived 
primarily  from  motor  vehicle  license  fees.1 2  In  any  adequate  estimate 
based  on  prices  of  1926,  at  least  $32,000  a  mile  or  a  total  of  $176,- 
000,000  was  necessary  for  the  completion  of  the  State  highway  system. 

Earlier  experience  justified  hopes  in  1926  for  a  continuous  in¬ 
crease  in  collections  from  the  motor  vehicle  license  tax,  even  without 
advance  in  the  fees,  but  this  increase  would  be  largely  offset  by  the 
rise  of  principal  and  interest  charges  on  the  increasing  amount  of 
outstanding  bonds.  If  the  State  relied  wholly  upon  surplus  motor 
fees  to  supplement  the  proceeds  of  its  remaining  bonds,  the  road  pro¬ 
gram  could  not  be  completed  for  a  decade  at  the  very  least.  Federal 
aid  if  not  diminished  might  shorten  the  period  about  two  years.  Any 
further  hastening  of  construction  would  necessitate  advances  in  motor 
vehicle  fees,  an  increase  in  the  amount  of  property  tax  used  for  road 
building  purposes,  or  the  development  of  new  revenue  sources.  Rather 
than  postpone  the  completion  of  the  State  highway  system,  the  legis¬ 
lature  adopted  in  1927  an  act  imposing  a  tax  of  2  cents  per  gallon 
of  motor  fuel  sold  in  the  State.  The  revenues  were  to  be  divided 
equally  between  the  State  and  the  counties,  for  expenditure  on  high¬ 
way  construction.  Because  the  act  amended  prior  statutes  by  refer¬ 
ence  only  and  because  the  refund  provision  might  conceivably  be 
interpreted  to  entitle  claimants  to  more  than  the  amount  of  taxes 
actually  paid  on  gasoline  used  for  non-taxable  purposes,  this  act  was 
declared  unconstitutional  by  the  State  supreme  court  in  1928.-  In 
the  interval  before  the  decision  more  than  $6,000,000  had  been  col¬ 
lected  in  motor  fuel  taxes.  Part  of  this  money  eventually  found  its 
way  into  the  State  road  fund,  claimants  for  refunds  having  been  un¬ 
able  in  some  cases  to  support  their  claims. 

By  the  end  of  1928  outstanding  contracts  for  highway  construc¬ 
tion  obligated  all  the  unissued  highway  bonds  and  all  funds  available 
from  motor  license  fees.  The  State  highway  division  estimated  that 
in  the  absence  of  new  revenue  legislation,  twenty  years  would  be  re¬ 
quired  for  completion  of  the  State  bond-issue  system.  Again  choos¬ 
ing  to  impose  a  new  tax  rather  than  to  postpone  completion  of  the 

1  During  1919-26  (calendar  years)  motor  vehicle  license  fees  yielded  a  total  of  $71,922,000 
of  which  only  $10,344,000  was  required  for  payment  of  bond  principal  and  interest  during  the 
same  period. 

2  Chicago  Motor  Club  v.  Kinney,  329  Ill.  120  (February  24,  1928). 
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highway  system,  the  legislature  adopted  a  tax  of  3  cents  per  gallon 
on  motor  fuel.  Two-thirds  of  the  proceeds  were  to  be  paid  to  the 
State  for  expenditure  on  the  bond-issue-road  system,  and  one-third 
was  to  be  apportioned  among  the  counties  in  proportion  to  their  pay¬ 
ments  of  motor  vehicle  license  fees,  for  construction  of  designated 
classes  of  roads  or  the  retirement  of  debt  incurred  in  improving  such 
roads,  The  law  took  effect  August  1,  1929,  and  the  first  collections 
were  received  at  the  treasury  in  September.  During  the  first  several 
months,  tax  payments  were  withheld  by  gasoline  distributors  in  the 
hope  that  the  law  might  be  declared  unconstitutional,  but  by  Janu¬ 
ary,  1930,  most  doubts  had  been  dissolved  and  back  taxes  began  to 
come  in.  Through  June,  1930,  gasoline  taxes  received  at  the  treasury 
amounted  to  $19,465,000,  representing  net  collections  of  $18,893,000 
after  refunds  to  non-taxable  consumers.  During  the  next  four  years 
net  collections  were  approximately  $29,000,000  a  year,  as  shown  in 
Table  16.1 


Table  16 


Collections  and  Apportionments  Under  the  Motor  Fuel 

Tax  Act  of  1929 

(Amounts  in  thousands  of  dollars) 


Fiscal 

year 

Net  revenue  received 
during  the  year 

Allotments  actually  paid  during  the  year 

To  counties 

To  cities 

1930 _ 

$  18,893.3 

28,  247. 4 

29, 179.  2 

29, 074.  7 

28, 840.  3 

31,053.52 

33, 479.  22 

$  1, 139. 1 

9, 122. 1 

11,044.6 

13,  893.  6l 

8,  539.  51 

3 

1931 _ 

1932 _ 

1933 _ 

1934 _ _ 

$  135.9 

3 

1935 _ 

1936 _ 

3 

3 

1  Includes  amounts  diverted  for  emergency  relief  bond  interest  and  principal — 1933,  $087,500, 
and  1934,  $1,650,000. 

2  Gross  receipts  as  reported  by  the  treasurer  in  his  Monthly  Reports.  Some  payments  under 
protest  are  probably  included  and  deductions  have  not  been  made  for  refunds  paid.  Conse¬ 
quently  these  figures  are  exaggerated  in  comparison  with  those  for  earlier  years. 

2  Not  yet  reported.  During  the  fiscal  year  1935  there  were  allocations  of  $0,054,300  for 
school  purposes.  Cf.  p.  58,  footnote  h 


The  original  provision  for  distribution  of  the  yield  of  the  gasoline 
tax  was  changed  in  1933  so  that  the  State  retained  only  one-third  of 
the  net  yield,  allotted  one-third  to  municipalities  in  proportion  to 
their  population,  and  continued  to  distribute  one-third  to  the  counties. 
Meanwhile,  provision  had  been  made,  beginning  in  1932,  for  diver¬ 
sions  from  the  counties’  share  of  the  gasoline  tax  to  emergency  relief. 
At  a  special  session  of  the  legislature  in  1934  the  apportionment  was 
temporarily  changed  to  give  the  common  and  high  schools  of  the  State 
one-third  of  the  total  yield  of  the  motor  fuel  tax  by  reducing  the 
shares  of  the  State,  counties  and  municipalities  to  two-ninths  of  the 


1  See  also  above  Table  7. 
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total  in  each  case.  The  diversion  to  school  purposes  was  in  effect  only 
from  July  1,  1934,  to  March  1,  1935.1 

Grants  from  the  Federal  Government 


Outright  grants  from  the  Federal  government  to  the  State  and 
local  units  have  played  a  substantial  part  in  the  financing  of  govern¬ 
ments  in  Illinois.  These  grants  have  taken  two  forms — land  grants 
and  money  grants.  Since  1818  the  State  and  its  subdivisions  have 
received  as  gifts  from  the  Federal  government  more  than  6,200,000 
acres,  comprising  more  than  one-sixth  of  the  entire  land  area  of  the 
State.  Almost  half  of  this  grant  was  for  the  Illinois  Central  Rail¬ 
road.  In  the  period  since  1818  the  State  has  also  received  in  cash 
from  the  Federal  government  more  than  $384,000,000,  much  the  larg¬ 
est  part  of  which  was  received  during  the  last  five  years  for  unem¬ 
ployment  relief.2  Until  the  present  decade  there  were  no  direct  grants 
of  cash  from  the  Federal  government  to  local  governments. 

Land  grants — The  earliest  land  grants  constituted  an  endowment 
for  education.  They  were  given  to  Illinois  upon  admission  to  the 
Union,  in  conformity  with  a  policy  announced  under  the  Articles  of 
Confederation  in  1785,  in  a  congressional  ordinance  prescribing  the 
manner  of  survey  and  sale  of  Federal  lands.  This  ordinance  directed 
that  in  every  township  section  16  should  be  reserved  for  the  mainte¬ 
nance  of  public  schools  within  the  township.  The  enabling  act  for 
Illinois  in  1818  followed  the  enabling  acts  for  other  western  states 
in  stipulating  that  in  every  township  the  16th  section,  or  some  sub¬ 
stitute,  should  be  reserved  to  the  State  “for  the  use  of  the  inhabitants 
of  such  township  for  the  use  of  schools.”  This  grant  comprised  996,320 
acres.  In  addition,  the  State  received  for  a  seminar  two  entire 
entire  townships  (46,080  acres),  which  were  almost  entirely  sold  with¬ 
in  15  years.3  The  proceeds  of  the  seminary  land  sales  were  borrowed 
for  State  operating  expenses  and  recorded  as  a  debt  upon  which  the 
State  paid  interest  regularly  until  1915  to  the  State  normal  uni¬ 
versities.4 


The  grants  of  the  16th  section  formed  the  primary  basis  for  town¬ 
ship  school  funds,  which  have  played  a  significant  part  in  financing 
common  schools  in  Illinois.  From  1831,  when  sales  were  first  author¬ 
ized  by  the  legislature,  until  1882  all  but  8,513  acres  of  16th  section 
lands  were  sold,  the  sales  yielding  in  the  aggregate  $3,696,081,  an 


1  Gasoline  taxes  were  allocated  to  school  purposes  as  follows: 


August,  1934  . $  862,6.11 

September,  1934  .  900, 651 

October,  1934  .  939, 022 

November,  1934  .  865, 121 

December,  1934  .  929,  332 

January,  1935  .  860, 620 

February,  1935  .  664,  131 

March,  1935  .  632,828 


Total 


$6,  654,  256 


3  Cf.  Table  18,  infra. 

3  Four  and  one-half  sections  were  withheld  from  sale.  In  1861  they  were  given  to  a  private 
institution,  Illinois  Agricultural  College,  but  some  of  the  land  was  subsequently  regained  when 
the  State  sued  to  recover  the  trust  fund  because  of  mismanagement. 

4  Pajunent  of  interest  on  the  seminary  fund,  as  well  as  on  the  college  fund  which  was  also 
borrowed  by  the  State,  was  discontinued  in  1915.  See  below,  p.  70. 
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Table  17 

Lands  Grants  From  the  Federal  Government  to  State  and  Local 

Governments  in  Illinois,  1818-1936 


Year  of 
grant 

Character  and  purpose 

Extent 

(acres) 

Disposition 

1818 _ 

Sec.  16  of  every  township,  for  public 

All  excepting  8,513  acres  were  sold  before 

schools _  _  _ _ 

996,  320 

1882 

1818--.. 

Endowment  of  a  seminary  (State) _ 

46, 080 

Lands  sold;  proceeds  borrowed  by  State;  in¬ 
terest  appropriated  regularly  until  1915 

1818 _ 

Saline  lands,  for  general  State  pur- 

Leased;  after  1830,  sold.  Proceeds  for  general 

1827.-.- 

poses  .  _ _ _ 

Right-of-way  for  Illinois  and  Michigan 
Canal;  alternate  sections  5  miles 

127,  500i 

State  use. 

deep  on  each  side  of  route.  _ 

300, 0002 

Sold  to  finance  canal.  Right-of-way  and 

1841-.- 

Federal  distribution  law,  for  general 

some  tracts  still  owned  by  State. 

State  use  _  _ 

209,  060 

Mostly  exchanged  for  State  bonds  and 

1851— - 

Unsold  swamp  and  overflowed  lands 

scrip,  to  reduce  State  debt. 

unfit  for  cultivation.  .  .  .  .  .. 

1,  459,  7081 2 3 

Given  to  counties  for  drainage,  road,  and 
school  purposes. 

1851 _ 

Subsidy  for  a  central  railroad _  . 

2,  595, 000 

Given  to  Illinois  Central  Railroad  Company 

1862.-.. 

Endowment  for  college _  _ 

480,  000 

25,000  acres  selected  in  Minnesota  and  Ne¬ 
braska  and  later  sold;  scrip  for  remain¬ 
ing  455,000  acres  sold  without  selecting 
the  land.  Proceeds  to  University  of 

All  Federal  land  grants _  ... 

6,  213,  668 

Illinois  endowment. 

1  Minimum  estimate,  based  on  *  the  following’  figures  reported  to  the  legislature  during 
1837-1841:  Gallatin  County  reserve,  about  100,000  acres  (92,474  acres  were  sold  before  1841, 
but  there  was  no  survey  showing  the  area  still  owned)  ;  Vermilion  County  saline,  24,869  acres  ; 
Big  Muddy  saline  in  Jackson  County,  2,080  acres  ;  Shoal  Creek  saline,  Bond  County,  640  acres. 
The  total  of  the  foregoing  is  127,589  acres,  and  there  were  probably  other  small  saline 
reservations. 

2  Approximate.  In  1836  there  were  still  unsold  277,543  acres  of  unplatted  lands  and  500 
town  lots. 

3  Acreage  received  through  1926. 


average  of  $3.78  an  acre.  The  value  of  the  unsold  acreage  was  esti¬ 
mated  at  the  end  of  the  period  at  $2,625,610,  and  the  aggregate  prin¬ 
cipal  of  the  township  funds  was  $8,019,000.  The  principal  of  the 
funds  had  been  supplemented  from  other  sources,  including  in  at  least 
16  counties  and  probably  in  others,  some  of  the  proceeds  of  a  swamp 
land  grant  of  1850.  Comparable  data  for  sales  since  1882  are  not 
available,  but  the  report  of  the  superintendent  of  public  instruction 
shows  that  on  June  30,  1934,  the  township  funds  had  a  principal 
value  of  $46,368,000,  including  $39,678,000  for  lands  and  $4,725,000 
for  real  estate  notes.  The  remainder  was  invested  in  bonds  or  held 
in  cash.  Almost  seven-eighths  of  this  endowment  was  reserved  to  the 
public  schools  of  Chicago,  where  land  values  accounted  for  95  per 
cent  of  the  township  fund,  compared  with  16  per  cent  Downstate. 
In  Chicago  the  school  district  held  a  number  of  lots  in  the  downtown 
section  of  the  city,  remnants  of  six  square  miles  of  16th  section 
which  originally  lay  within  the  present  limits  of  the  city.  The  rela¬ 
tive  values  of  the  holdings  do  not  indicate  that  a  larger  proportion  of 
the  school  lands  was  withheld  from  sales  in  Cook  County  than  Down- 
state  ;  they  demonstrate  only  that  the  land  which  was  retained 
underwent  a  vastly  greater  appreciation  of  value  in  Cook  than  in 
other  counties. 
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A  second  gift  from  the  national  government  upon  the  admission 
of  Illinois  to  statehood  comprised  the  saline  lands.  These  had  previ¬ 
ously  yielded  rentals  to  the  Federal  treasury  and  the  gift  now  made 
this  income  available  to  the  State.  The  area  of  the  salines  is  no¬ 
where  fully  reported,  but  they  covered  more  than  127,500  acres  in 

Gallatin,  Vermilion  and  some  other  counties. 

• 

In  1822  Congress  granted  to  Illinois  a  right  of  way  for  the  pro¬ 
posed  Illinois  and  Michigan  Canal.  This  grant  was  limited  to  a 
strip  to  be  occupied  by  the  canal  and  90  feet  on  each  side.  Pro¬ 
posals  for  further  Federal  aid  for  the  canal  went  unanswered  and  a 
proposal  to  divert  to  the  project  a  school  fund  which  was  accumu¬ 
lating  out  of  the  proceeds  of  public  land  sales  was  rejected  by  Con¬ 
gress.  Attempts  to  set  up  a  private  corporation  to  undertake  the  im¬ 
provement  were  unsuccessful.  In  1827  the  central  government 
finally  granted  enlarged  support,  consisting  of  alternate  sections 
of  land  to  a  depth  of  five  miles  on  each  side  of  the  proposed  canal, 
provided  that  construction  was  begun  within  five  years  and  com¬ 
pleted  in  twenty  years  and  that  the  canal  should  be  toll-free  to  the 
United  States  government.  The  State  found  it  difficult  at  this  time 
to  sell  the  land  since  there  was  an  abundance  of  Federal  land  more 
advantageously  situated  with  reference  to  existing  transportation 
facilities  which  was  offered  at  the  same  prices  and  on  the  same 
terms.  In  1831  the  national  house  of  representatives  rejected  a 
proposal  that  the  United  States  take  back  the  unsold  land  in  ex¬ 
change  for  scrip  at  $1.25  an  acre,  the  scrip  to  be  used  in  payment 
for  the  canal  construction  and  to  be  receivable  at  the  United  States 
public  land  office.  In  1833  the  time  limit  for  beginning  work  was 
extended  five  years.  Actual  construction  of  the  canal  was  finally 
begun  in  1836,  with  funds  provided  chiefly  from  a  State  bond  issue. 
This  was  a  year  of  speculative  fever  when,  as  Governor  Ford  de¬ 
scribed  it,  “lands  and  town  lots  were  the  chief  article  of  export” 
from  the  flourishing  new  town  of  Chicago  which  had  been  platted 
by  the  canal  commissioners  in  1830.  Subsequent  sales  of  land  and 
pledges  of  the  remainder  as  security  for  bond  issues  made  possible 
the  eventual  completion  of  the  canal,  which  played  a  large  part  in 
the  development  and  history  of  early  Illinois. 

The  next  important  grant  of  lands  from  the  Federal  govern¬ 
ment  comprised  209,060  acres,  received  from  the  central  govern¬ 
ment  under  the  distribution  law  of  1841,  at  a  time  when  there  was 
nation-wide  controversy  over  proposals  for  distributing  among  the 
states  either  the  public  domain  itself  or  the  receipts  from  the  sale 
of  lands  in  the  public  domain.  This  land  was  used  principally  for 
retiring  State  debt  by  exchanging  the  land  for  internal  improvement 
bonds  and  scrip. 

The  two  largest  grants  in  the  history  of  the  State  were  received 
under  congressional  acts  of  1850.  One  comprised  all  the  unsold 
swamp  and  overflowed  lands  which  were  not  fit  for  cultivation. 
The  grant  was  indefinite  and  new  acreage  might  be  added  at  any 
time  to  the  lands  claimed  at  the  outset.  The  State  auditor  reported 
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in  1851  that  there  were  in  Illinois  1,833,413  acres  of  swamp  land  in¬ 
cluded  in  the  public  domain,  but  up  to  1926  the  State  actually  re¬ 
ceived  1,459,708  acres.  Despite  recommendations  from  the  governor 
that  the  land  should  be  sold  and  the  proceeds  invested  in  State  in¬ 
debtedness  pending  ultimate  expenditure  upon  drainage  projects, 
the  legislature  in  1852  bestowed  the  lands  wholesale  upon  the  coun¬ 
ties  in  which  they  were  situated  for  drainage,  road  and  school  pur¬ 
poses.  This  resulted  in  a  very  unequal  distribution  among  the 
several  counties,  but  a  plea  for  re-examination  of  the  subject  ap¬ 
pears  to  have  gone  unheeded.  A  grant  of  2,595,000  acres  was  also 
received  in  1850  as  a  subsidy  for  railroad  purposes.  The  entire  grant 
and  an  additional  allotment  of  a  right-of-way  200  feet  wide  over 
any  State-owned  lands  which  the  line  traversed  was  given  to  the 
newly  incorporated  Illinois  Central  Railroad  Company.  With  the 
land  was  given  complete  and  perpetual  exemption  from  all  taxa¬ 
tion  upon  the  charter  lines,  excepting  a  special  tax  upon  gross  re¬ 
ceipts  which  has  already  been  described.1  Only  one  other  Illinois 
railroad  was  given  a  grant  of  land, — the  Terre  Haute  &  Alton,  to 
which  the  State  in  1853  donated  a  small  remnant  of  the  old  Internal 
Improvement  System, — and  no  other  Illinois  railroad  was  given 
special  treatment  in  taxation. 

The  last  important  gift  of  land  from  the  national  government 
was  made  in  1862,  when  scrip  for  480,000  acres  was  given  for  the 
benefit  of  the  State  University  under  the  Morrill  Act  for  land-grant 
colleges.  Most  of  this  gift  was  converted  into  money  by  selling 
the  scrip  without  selecting  the  tracts  of  land  to  be  claimed  by  the 
State.  Only  25,000  acres  were  located  and  retained  for  a  time; 
these  were  not  in  Illinois,  but  in  Minnesota  and  Nebraska,  and  they 
were  soon  sold. 

Money  grants — The  earliest  money  grant  from  the  national  gov¬ 
ernment  was  tantamount  to  a  gift  of  an  interest  to  the  extent  of 
5  per  cent  in  the  national  domain  within  Illinois.  Tins  was  covered 
by  a  provision  of  the  enabling  act  of  1818  which  reserved  to  the 
State  5  per  cent  of  the  net  profits  from  future  land  sales  within 
Illinois  by  the  Federal  government.  Two-fifths  of  this  money  was 
to  be  used  under  direction  of  Congress  for  making  roads  leading 
to  the  state  and  the  remainder  was  to  be  used  by  the  legislature 
for  the  encouragement  of  learning.  Of  the  part  to  be  devoted  to 
education,  the  enabling  act  required  that  one-sixth  (that  is,  one- 
half  of  one  per  cent  of  the  net  proceeds  of  land  sales)  was  to  be 
exclusively  bestowed  upon  a  college  or  university.  Under  this  clause 
of  the  enabling  act,  Illinois  received  funds  from  the  national  govern¬ 
ment  from  time  to  time  as  land  sales  progressed.  The  last  remit¬ 
tance  was  received  during  the  Civil  War. 

Under  a  congressional  act  of  1836  providing  for  the  deposit  of 
Federal  surplus  revenue  with  the  states,  Illinois  received  three  in¬ 
stallments  amounting  to  $477,919.  The  fourth  installment,  which 
was  to  be  the  last,  was  never  distributed,  the  panic  of  1837  having 


1  See  above,  pp.  13,  44-5. 
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embarrassed  the  national  treasury.  This  distribution  of  the  Federal 
surplus  was  made  ostensibly  as  a  temporary  deposit  with  the  states, 
but  it  was  generally  treated  at  the  time  as  an  outright  gift  and  has 
never  been  recalled.  Of  the  amount  received  by  Illinois,  $335,592 
was  added  to  the  permanent  educational  trust  funds  of  the  State, 
but  this  was  merely  a  book  entry,  as  the  money  was  actually  invested 
in  bank  stock  to  be  owned  by  the  State.  The  remainder  was  applied 
to  internal  improvements. 

During  the  Civil  War  the  Illinois  legislature  embarked  upon 
a  large  program  of  war  expenditures,  appropriations  at  a  special 
session  in  April  and  May  of  1861  amounting  to  $3,550,000,  against 
which  a  sale  of  $2,000,000  of  State  bonds  was  authorized.  In  a 
sense  these  expenditures  might  be  viewed  as  State  aid  to  the  national 
government,  since  they  were  essentially  advances  in  order  that  the 
Union  army  might  be  placed  promptly  in  the  field.  On  the  other 
hand,  the  reimbursement  received  from  the  Federal  government 
might  be  viewed  as  Federal  aid  to  the  State,  on  the  ground  that  the 
war  expenditures  were  appropriately  State  expenditures.  In  any 
case,  the  policy  of  the  central  government  of  reimbursing  the  states 
upon  audited  claims  resulted  in  reducing  to  a  relatively  small 
amount  the  ultimate  burden  actually  borne  by  the  Illinois  State 
government.  During  1861-66  the  State  paid  out  $4,173,000  for  all 
military  purposes,1  and  was  reimbursed  by  the  central  government 
during  the  same  period  to  the  extent  of  $2,624,000.  At  various 
times  other  claims  were  allowed,  the  last  one  of  more  than  a  million 
dollars  in  1901-2,  bringing  the  total  reimbursements  to  $3,956,000. 
State  expenditures  for  prosecuting  the  Spanish- American  War  were 
handled  in  the  same  manner,  the  State  expending  a  total  of  $1,003,000 
for  all  military  purposes  during  1899-1900  and  receiving  reimburse¬ 
ments  amounting  to  $325,000  during  1901-1906.  During  the  World 
War  military  activities  were  financed  directly  by  the  Federal  govern¬ 
ment,  and  the  State  received  no  reimbursement  for  exceptional  ex¬ 
penditures  which  the  war  entailed  upon  it. 

Federal  grants  for  the  support  of  State  institutions  first  appeared 
in  1887,  when  congress  provided  for  annual  payments  to  the  State 
on  account  of  the  soldiers’  and  sailors’  home  maintained  by  it  and 
for  support  of  the  State  University.  Payments  for  the  benefit  of  the 
soldiers’  home  have  varied  with  the  number  of  residents  and  the  cost 
of  operation,  the  Federal  government  reimbursing  the  State  for  one- 
half  the  actual  cost  of  maintenance  annually  since  1889. 2 

Beginning  with  the  Hatch  Act  in  1887,  the  University  of  Illinois 
has  been  a  beneficiary  of  ten  separate  continuing  grants  from  the 
Federal  government.3  The  Hatch  Act  made  available  an  annual 

grant  of  $15,000  from  the  national  treasury  to  the  State  University 

• 

1  This  total  does  not  include  $233,000  for  discount  on  war  bonds.  In  claims  presented  to 
the  central  government  in  1868,  the  State  asked  reimbursement  for  this  item  but  the  request 
appears  to  have  been  disallowed. 

2  From  1887  until  1889  the  national  government  granted  $100  yearly  for  each  disabled 
soldier  or  sailor  admitted  to  any  State  home. 

3  This  includes  the  Smith-Hughes  vocational  education  grants,  which,  however,  pass  through 
the  State  board  for  vocational  education. 
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Table  18 


Cash  Grants1  From  the  United  States  Government  to  the  State 
and  Local  Governments  of  Illinois:  By  Decades,  1821-1936 

(Amounts  in  thousands) 


Decade 

Total 

Soldiers’ 
and  sail¬ 
ors’  home2 

Univer¬ 
sity  of 
Illinois3 

Vocation¬ 
al  edu¬ 
cation 

Voca¬ 

tional 

rehabil¬ 

itation 

Highways 

Other 

grants 

1821-1830  ... 

$  31.0 
919.0 

$  31. 04 * 6 
919. 0« 

1831-1840 _ 

1841-1850 _ 

132.1 

132. 1« 

1851-1860  ... 

191.4 

191. 4< 

1861-1870 

34.  2 

34.  2< 

1871-1880 _ 

0 

1881-1890 _ 

156.  2 

$  111.2 
1,123.0 
1,534.3 
1,155.8 
1,  740.  4 
1,089. 1 

$  45.0 
355.0 

1891-1900 _ 

1,478.0 
2, 009.  2 
2,715.4 
44,  594.  2 
332,  399.  8 

1901-1910 _ 

474.9 

1911-1920 _ 

1,  270.  6 
3.  325.  7 

2,  835.  4 

$  121.0 
3, 103. 0 
2,711.8 

$  56.8 
35, 870.  2 
50, 976.  0 

111.25 

1921-1930 _ 

1931-1936^  _  _ _ 

$  504.  2 
575.8 

50.  75 
274,  211.  77 

Total  _ _ 

$384,  660.  5 

$  6,  753.  8 

$  8,  306.  6 

$  5,  935.  8 

$  1,080.0 

$  86,  903. 0 

$  275,681.3 

1  This  table  includes  all  grants  and  subventions  but  does  not  include  reimbursements  to  the 
State  for  military  expenditures  in  the  Civil  and  Spanish  wars. 

2  Includes  also  amounts  received  from  United  States  veterans’  bureau  fund  for  the  care  of 
soldiers  in  state  hospitals. 

includes  grants  received  through  the  State  treasury  under  the  Morrill  and  Nelson  acts,  and 
grants  received  directly  by  the  University  under  other  congressional  acts.  Does  not  include 
grants  for  vocational  education  (1918  and  later)  and  grants  from  the  Federal  emergency  relief 
administration  (1933-1936)  since  these  are  included  in  other  columns. 

4  Three  per  cent  fund.  In  addition,  these  figures  include  some  receipts  from  seminary  lands 

granted  by  the  Federal  government,  and,  for  the  decade  1831-40,  $477,900  of  surplus  revenue 
which  was  nominally  loaned  but  actually  given  to  the  State. 

6  Social  hygiene  fund. 

6  Notice  that  these  figures  are  for  a  period  of  six  years  only.  The  data  for  1931-1936  are 


subject  to  revision. 

7  Other  grants,  1931-1936,  include — 

Unemployment  relief  (through  Illinois  emergency  relief  commission) . $260,662,200 

Emergency  public  works  grants  to  May  21,  1936,  only .  13,225,900 

Federal  re-employment  service .  255,  200 

Public  health  service .  68,  400 


Total  . $274,211,700 


Included  in  the  unemployment  relief  grants,  however,  are  $12,252,000  borrowed  from  the 
Reconstruction  Finance  Corporation  on  Cook  County  bonds  still  held  by  the  RFC. 

The  public  works  grants  represent  outright  grants  actually  paid  to  Illinois  governments 
through  May  21,  1936.  At  this  date  outright  grants  of  $52,580,400  (including  those  paid)  had 
been  allotted  to  Illinois  governments  by  the  PWA.  Loans  from  the  PWA  are  not  included  in 
the  table  (but  cf.  infra,  p.  66). 

The  re-employment  service  grants  were  received  largely  and  the  public  health  grant  entirely 
in  the  fiscal  year  1936. 


for  establishment  and  maintenance  of  an  agricultural  experiment  sta¬ 
tion.  The  Morrill  Supplementary  Act  of  1890  made  available  funds 
for  the  support  of  all  branches  of  the  University  bearing  upon  in¬ 
dustries.  This  act  provided  $15,000  a  year  beginning  at  once  and 
increasing  by  $1,000  yearly  to  a  maximum  of  $25,000,  which  is  the 
amount  received  in  1900  and  every  year  since.  The  Adams  Act  of 
1906  provided  further  funds  for  agricultural  experiment  stations,  be¬ 
ginning  with  receipts  of  $5,000  the  first  year  and  reaching  a  maxi¬ 
mum  of  $15,000  in  1911  and  later  years.  The  Nelson  Act  of  1907 
made  a  grant  beginning  at  $5,000  in  1908  and  rising  by  $5,000  yearly 
until  1912,  when  it  reached  a  fixed  level  of  $25,000  a  year ;  this  fund 
is  available  for  the  same  purposes  as  the  money  received  under  the 
Morrill  Act  of  1890.  The  Smith-Lever  Act  of  1914  (revised  in  1928) 
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set  up  the  largest  single  subsidy  received  by  the  University  from  the 
Federal  government.  Under  this  law  grants  rose  rapidly  from 
$10,000  in  the  first  year,  1915,  to  an  annual  allowance  of  $228,496 
which  was  continued  from  1923  through  1928 ;  advanced  to  a  peak 
of  $239,624  in  1929-1931,  and  declined  to  $216,958  in  1935.  The 
Smith-Lever  grants  are  used  for  agricultural  extension  work  in  coop¬ 
eration  with  the  United  States  department  of  agriculture.  The 
Purnell  Act  of  1925  provided  an  initial  grant  of  $20,000  rising  to 
$60,000  yearly,  for  further  work  in  agriculture  and  home  economics; 
the  Capper-Ketcham  Act  of  1928  provided  an  initial  grant  of  $20,000, 
and  subsequent  grants  of  varying  amounts  up  to  $40,000,  for  junior 
club  work  and  home  advisers;  and  the -so-called  “Additional  Exten¬ 
sion  Act’ ’  of  1930  yielded  from  $10,000  to  $27,800  yearly  for  further 
work  in  cooperation  with  the  United  States  department  of  agriculture. 
Under  all  these  acts  the  University  received  during  its  fiscal  year 

1935  approximately  $400, 0001 — besides  $136,000  of  Federal  emer¬ 
gency  relief  funds  and  $10,000  of  vocational  education  funds  which 
passed  through  accounts  of  other  State  agencies.  In  the  fiscal  year 

1936  the  Bankhead- Jones  Act  provided  a  new  grant  for  further  de¬ 
velopment  of  the  cooperative  extension  system  inaugurated  under  the 
Smith-Lever  Act  and  also  provided  for  progressive  increases  in  the 
allotments  under  the  Morrill  Supplementary  Act.  This  added 
$290,874  to  University  receipts  in  the  first  year,  bringing  all  Federal 
grants  to  the  University  in  the. fiscal  year  1936  to  $720,375,  exclusive 
of  emergency  relief  funds  and  $11,413  of  vocational  education  funds. 

Further  assistance  for  education  was  offered  by  the  national  gov¬ 
ernment  in  1917,  through  the  Smith-Hughes  Act,  which  provided 
funds  for  matching  State  and  local  expenditures  for  vocational  edu¬ 
cation.  In  Illinois  the  provisions  of  this  act  were  accepted  by  the 
legislature  in  1919  and  a  State  board  for  vocational  education  was 
established  to  distribute  the  State  and  Federal  subventions.  The 
board  operates  principally  through  the  State  University  and  local 
schools. 

In  1920  the  national  government  made  an  additional  subvention, 
under  the  Cook  Act,  for  vocational  rehabilitation;  this  was  accepted 
by  Illinois  in  1921.  The  funds  are  administered  for  the  State  by  the 
board  for  vocational  education,  which  conducts  some  rehabilitation 
activities  directly  or  pays  tuition  and  other  costs  of  sending  disabled 
persons  to  technical  schools.  The  objective  has  been  to  provide  re¬ 
training  for  persons  injured  in  industry  or  otherwise  incapacitated 
and  to  place  them  in  employment  where  they  may  be  self-supporting. 

Another  Federal  subvention  under  the  Sheppard-Towner  Act  of 
1921  was  rejected  by  the  legislature,  so  that  Illinois  was  one  among 
only  three  states  that  did  not  participate  in  this  grant  for  child 
health  and  maternal  hygiene  work.  Payments  by  the  Federal  gov¬ 
ernment  under  the  act  ceased  in  1929. 

1  Of  this  amount,  however,  only  the  $50,000  received  under  the  Morrill  and  Nelson  acts 
passed  through  the  State  treasury.  (In  the  fiscal  year  1936  these  grants  were  increased  to 
$70,000.)  The  other  recurring  subsidies  were  paid  directly  to  the  University  treasurer  by  the 
treasurer  of  the  United  States. 
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The  largest  grant  of  Federal  aid  continuing  over  an  extended 
period  of  years  was  for  highway  construction,  inaugurated  under  the 
Federal  Aid  Road  Act,  passed  by  congress  in  July,  1916.  This  act 
made  available  $3,300,000  for  road  construction  in  Illinois  during  the 
five  years  beginning  July  1,  1916.  Later  congressional  appropria¬ 
tions  increased  the  annual  grants  available  to  the  State,  and  Illinois 
lias  matched,  and  therefore  claimed,  practically  all  the  aid  allotted 
to  it  from  time  to  time  since  1916.  Of  approximately  $271,738,000 
expended  by  the  State  for  road  construction  from  1918  through  1930, 1 
more  than  $38,462,000,  or  14  per  cent,  was  financed  from  Federal  aid 
funds.  With  the  advent  of  economic  depression  the  size  of  the  annual 
grants  was  increased.  In  1931  the  State  received  $10,063,500  in  Fed¬ 
eral  highway  aid,  compared  with  $4,089,900  in  the  preceding  year. 
During  the  five  calendar  years  1931-1935  inclusive,  the  State  treasury 
received  $44,768,200  in  highway  Federal  aid  funds.  This  provided 
for  34  per  cent  of  all  State  highway  outlays  of  the  period.2  In  addi¬ 
tion,  the  Federal  government  made  large  highway  grants  during 
1933-1936  under  the  National  Industrial  Recovery  Act  and  the  Pub¬ 
lic  Works  Administration,  and  in  1935  and  1936  it  made  substantial 
allocations  under  the  Works  Progress  Administration.3 

In  other  fields  also  the  economic  depression  brought  about  large 
grants  of  aid — the  largest  short-period  grants  from  the  national  gov¬ 
ernment  to  the  states  in  the  history  of  the  Union.  For  the  most  part 
the  grants  were  designed  to  assist  in  providing  unemployment  relief. 
In  Illinois  first  receipts  for  this  purpose  from  a  Federal  agency  took 
the  form  of  loans  from  the  Reconstruction  Finance  Corporation,  be¬ 
ginning  in  July,  1932.  By  March,  1933,  the  authorized  credit  of  the 
State  with  the  RFC,  amounting  to  $45,000,000,  was  exhausted.  These 
loans  were  to  have  been  reimbursed  to  the  national  government  by 
deductions  from  future  allotments  of  Federal  aid  for  highway  pur¬ 
poses,  but  the  obligation  of  the  states  was  remitted  by  the  73rd  Con¬ 
gress,  which  changed  the  loans  to  outright  grants.  In  May,  1933,  the 
Federal  Emergency  Relief  Act  released  new  Federal  funds  as  out¬ 
right  grants.  During  this  period  practically  all  relief  funds  ex¬ 
pended  in  Illinois  were  obtained  from  the  Federal  government.  At 
the  end  of  1933  the  Federal  civil  works  program,  which  was  admin¬ 
istered  directly  by  agencies  of  the  national  government,  reduced  ma¬ 
terially  the  load  upon  State  and  local  resources  for  relief  purposes. 
At  the  same  time  funds  were  becoming  available  from  the  State  re¬ 
tailers’  occupation  tax  and  from  some  local  taxes,  so  that  dependence 
upon  Federal  grants  for  relief  purposes  declined  temporarily.  Fol¬ 
lowing  the  abandonment  of  the  civil  works  program  early  in  1934, 
monthly  expenditures  for  relief  purposes  in  Illinois  were  materially 
higher  than  in  earlier  periods.  To  some  extent  this  was  a  result  of 
increased  market  prices  for  food,  clothing,  and  other  objects  of  relief 

1  This  aggregate,  for  calendar  years,  comprises  all  highway  outlays  including  payments  to 
local  governments  for  roads  on  the  State  highway  system,  but  it  does  not  include  local  shares 
in  the  motor  fuel  tax  revenues. 

2  Aggregate  outlays  of  $130,876,200  for  the  five  calendar  years  include  payments  for  con¬ 
struction  by  the  State  and  for  refunds  to  local  governments  on  account  of  roads  in  the  State 
system,  but  the  total  does  not  include  local  shares  in  motor  fuel  tax  revenues. 

3  See  below,  p.  66. 


66 


Illinois  Tax  Commission 


expenditure.  More  largely  it  reflected  a  diversification  of  the  forms 
of  relief — a  change  of  policy  by  the  State  emergency  relief  commis¬ 
sion,  which  at  first  concentrated  upon  direct  relief  and  limited  nar¬ 
rowly  the  forms  of  its  assistance.  Enlargement  of  the  work  relief 
program,  increasing  provision  for  resident  non-family  persons,  aid 
for  college  students,  and  support  of  the  emergency  education  pro¬ 
gram  displaced  direct  relief  in  part  and  supplemented  it  in  part. 
These  developments,  in  turn  represented  a  raising  of  relief  standards 
and  a  movement  toward  state-wide  uniformity  in  relief  procedures. 
From  its  organization  date,  February  6,  1932,  through  June  30, 
1935,  the  Illinois  emergency  relief  commission  received  an  aggregate 
of  $291,028,000,  of  which  $55,444,000  were  loans  and  grants  from  the 
R.  F.  C.  (including  a  loan  on  behalf  of  Cook  County  rather  than  the 
State)1  and  $160,749,000  from  the  Federal  emergency  relief  admin¬ 
istration.  All  Federal  funds  received  by  the  State  commission  in  this 
period  amounted,  therefore,  to  $216,193,000,  representing  74  per  cent 
of  receipts  from  all  sources.2  The  remaining  26  per  cent  were  de¬ 
rived  from  State  bond  issues,  the  retailers’  occupation  tax,  and  an  ap¬ 
propriation  from  the  State  general  revenue  fund  early  in  1935. 3 * * * * 8 

Other  forms  of  Federal  aid  arose  from  efforts  of  the  national 
administration  to  combat  unemployment  by  prosecuting  a  program 
of  public  works.  Highway  development  was  especially  stimulated. 
Under  the  National  Recovery  Act,  Illinois  was  allotted  in  1933 
$17,570,800  from  an  aggregate  appropriation  of  $400,000,000  for  State 
highway  work.  In  1934  a  second  allotment  of  $8,921,400  was  added 
to  the  Illinois  funds.  Under  the  Recovery  Act,  Federal  funds  were 
available  for  the  first  time  for  highways  off  the  regular  Federal  sys¬ 
tem  and  for  extension  of  Federal  roads  in  municipalities.  Of  $26,492,- 
200  thus  made  available,  more  than  38  per  cent  were  designated  for 
secondary  roads,  36  per  cent  for  municipal  roads,  and  26  per  cent  for 
Federal  roads.  This  was  entirely  additional  to  grants  of  $2,314,800 
from  the  Federal  emergency  administration  of  public  works 
(P.  W.  A.)  during  1934  and  1935. 

Grants  by  P.  W.  A.  to  the  State  division  of  highways  comprised 
only  a  small  part  of  the  allotments  to  Illinois  governments.  To  May 
21,  1936,  the  P.  W.  A.  made  aggregate  allotments  of  $115,336,000  to 
Illinois — principally  to  local  governments — comprising  $52,580,400  in 
outright  grants  and  $62,755,600  in  loans  upon  marketable  securities. 
Actual  payments  during  this  period  were,  of  course,  materially 

1  Originally  the  R.  F.  O.  loans  to  the  State  were  to  have  been  repaid  by  withholding  Federal 
aid  road  funds,  but  the  obligation  was  cancelled  by  congress. 

2  Funds  made  available  by  local  governments  are  not  included  ;  these  are  not  reported  by 

the  relief  commission  in  its  Monthly  Bulletin  on  Relief  Statistics  from  which  these  data  are 
taken,  as  the  commission  did  not  have  responsibility  for  these  funds  comparable  to  its  responsibility 

for  Federal  and  State  funds.  However,  other  statistics  compiled  by  the  I.  E.  R.  C.  show  that 

the  amount  of  local  funds  was  negligible,  averaging  only  2.2  per  cent  of  all  public  relief 

expenditures  in  Illinois  from  April,  1933,  through  December  1935.  The  relative  size  of  local 
contributions  declined  as  relief  expenditures  mounted.  From  April,  1933,  through  June,  1934, 

local  governments  supplied  2.9  per  cent  of  all  Illinois  public  funds  for  relief;  in  the  year  ended 
June  30,  1935,  they  supplied  2.1  per  cent;  and  in  the  last  six  months  of  1935,  1.1  per  cent. 

8  From  July  1,  1935,  to  April  30,  1936  (the  latest  date  to  which  statistics  are  available), 
the  State  commission  received  grants  of  $44,469,000  from  the  Federal  government  and  $23,334,000 
from  the  State  (comprising  $15,834,000  from  the  retailers’  occupation  tax  and  $7,500,000  from 
general  appropriations).  Federal  funds  represented  66  per  cent  of  all  receipts  during  the  10 
months  (but  cf.  next  preceding  footnote). 
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smaller.  Expenditures  to  the  applicant  to  the  same  date  were 
$70,747,600,  comprising  outright  grants  of  $13,225,900  and  advances 
of  $57,521,700  in  loans.1  Only  the  outright  grants,  of  course,  are 
properly  to  be  counted  as  Federal  aid.2 

A  further  program  of  public  works  was  inaugurated  during 
1935  under  the  supervision  of  the  national  works  progress  adminis¬ 
tration  ;  this  involved  no  direct  grants  to  the  State  and  local  govern¬ 
ments,  although  many  of  the  projects  were  sponsored  by  such 
governments  and  of  service  to  them.  The  scale  of  this  program  is 
suggested  by  the  fact  that  the  State  division  of  highways  alone  was 
sponsor,  at  the  close  of  1935,  for  highway  construction  projects  in¬ 
volving  expenditures  of  $8,694,000  and  grade  separation  projects 
involving  expenditures  of  $10,307,000. 

Large  and  continuing  subventions  were  projected  by  the  Social 
Security  Act  of  1935,  which  made  provision  for  the  following 
activities : 

(1)  A  system  of  old  age  assistance  to  be  financed  half  by  the 
Federal  government  and  half  by  the  states,  either  alone  or  with 
aid  from  local  units; 

(2)  A  system  of  old-age  insurance  in  which  the  state  governments 
are  not  involved; 

(3)  A  system  of  unemployment  compensation  financed  by  Federal 
payroll  taxes  for  which  credits  up  to  90  per  cent  will  be  given 
to  employers  in  states  which  impose  similar  taxes  for  the  sup¬ 
port  of  state  systems  of  unemployment  insurance; 

(4)  A  system  of  aid  to  dependent  children,  providing  a  much 
broader  program  than  the  existing  Illinois  system  of  mothers’ 
pensions,  and  supported  by  the  Federal  government  to  the 
extent  of  one-third  of  the  cost  plus  an  allowance  of  5  per  cent 
for  administrative  expense;  and 

(5)  Federal  subsidies  for  (a)  promoting  maternal  and  child  health 
in  rural  areas  and  in  areas  suffering  from  severe  economic 
distress,  (b)  services  in  similar  districts  for  treatment  and 
after-care  of  crippled  children,  (c)  services  for  homeless,  de¬ 
pendent  and  neglected  children  and  children  in  danger  of  be¬ 
coming  delinquent,  (d)  vocational  rehabilitation  on  an  enlarged 
scale,  (e)  improved  public  health  services,  and  (f)  financial 
assistance  to  needy  blind  persons. 

Excepting  the  Federal  system  of  old-age  insurance  (item  (2) 
above),  most  of  the  provisions  of  the  Federal  Social  Security  Act  pre¬ 
suppose  State  legislation.  Illinois  had  a  system  of  mothers’  pen¬ 
sions,  services  for  crippled  children  and  homeless,  neglected,  or 
potentially  delinquent  children,  vocational  rehabilitation,  public 
health  services  on  an  advanced  level,  and  blind  pensions  when  the 
Social  Security  Act  was  passed,  but  the  regulations  to  be  formu¬ 
lated  by  Federal  administrative  agencies  probably  will  require 
legislative  or  administrative  changes  in  each  field  of  activity.  In 
addition,  the  Illinois  general  assembly  had  enacted  in  1935  an  old- 
age  pension  act.  This  was  modified  at  a  special  session  in  December, 
1935,  to  meet  standards  set  up  by  the  national  social  security  board 

1  The  data  are  from  a  letter  from  the  assistant  administrator  of  the  Federal  Emergency 
Administration  of  Public  Works,  May  23,  1936. 

2  The  loans  are  not  included  in  Table  18. 
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under  the  Federal  act.  Administrative  arrangements  were  com¬ 
pleted  early  in  1936,  and  the  Illinois  act  was  approved  by  the  Federal 
board  in  July,  1936. 

Grants  from  the  State  to  Local  Governments 

During  the  first  century  of  statehood  payments  by  the  State 
in  aid  of  local  governments  were  far  more  important  fiscally  than 
money  grants  from  the  Federal  government  to  State  and  local  units. 
From  1821  through  1920  local  governments  received  $105,900,000 
from  the  State  treasury,  while  the  State  received  only  $7,700,000 
from  the  national  treasury.1  During  1921-1930  State  grants  were 
only  twice  as  great,  in  the  aggregate,  as  Federal  grants  to  the  State. 
In  1931  grants  by  the  State  to  local  units  constituted  18  per  cent 
of  all  State  payments  and  provided  for  4.5  per  cent  of  all  the  ex¬ 
penditures  of  local  governments.2  In  the  same  year  receipts  from 
the  Federal  government  equalled  barely  1  per  cent  of  all  State  and 
local  expenditures  in  Illinois.  The  amounts  distributed  by  the 
Federal  government  have  risen  sharply  since  1931  so  that  they  pro¬ 
vide  for  a  larger  portion  of  State  and  local  expenditures.  In  the 
four  fiscal  years  1931-19343  Federal  grants  to  Illinois  surpassed  State 
payments  to  the  subdivisions.  Receipts  of  the  State  and  local  units 
from  the  Federal  government  in  this  period  were  $148,000,0004,  com¬ 
pared  with  State  payments  to  local  units  amounting  to  $99,646,000. 

Grants  by  the  State  to  local  units  may  take  the  form  either  of 
allotments  from  the  general  revenues  of  the  State  or  of  shares  in 
dedicated  sources  of  State  revenue.  Both  types  of  payments  have 
appeared  in  the  history  of  State  and  local  finances  in  Illinois. 

Grants  for  education — Apart  from  a  few  small  grants  to  speci¬ 
fied  counties,  there  were  no  grants  from  the  State  treasury  to  local 
units  of  government  before  1835,  when  the  policy  was  inaugurated 
of  distributing  annually  the  interest  upon  the  permanent  common 
school  fund  held  in  trust  by  the  State.  In  the  first  free  school  law, 
adopted  in  1825,  provision  had  been  made  for  a  school  distributive 
fund  consisting  of  2  per  cent  of  all  State  receipts,  plus  five-sixths  of 
the  interest  arising  from  the  permanent  school  fund,  but  this  pro¬ 
vision  was  never  operative  and  was  repealed  in  1829  when  the  State 


1  See  Tables  18  and  19. 

2  These  percentages  are  based  principally  upon  the  Financial  Statistics  of  State  and  Local 
Governments :  1931 — Illinois,  published  by  the  United  States  census  bureau.  It  is  not  clear  whether 
the  bureau  accounted  completely  for  the  counties’  share  of  the  motor  fuel  tax  as  a  grant  from 
the  State,  and  the  figures  cannot  be  checked  against  official  State  reports.  If  the  allotments  of 
gasoline  tax  revenue  are  not  included  among  State  grants,  both  percentages  would  be  materially 
increased  by  their  inclusion. 

3  Comparable  data  are  not  yet  available  for  the  full  period  1931-1936. 

4  Federal  grants  received  in  the  fiscal  years  1931  through  1934  were  as  follows  (smoothed  to 


nearest  hundred  dollars)  : 

Soldiers’  and  sailors’  home  and  care  of  veterans  in  State  hospitals . $  676,900 

University  of  Illinois  (cf.  Table  18,  note  3) . .  1,  695,  400 

Vocational  education  .  1,  745,  700 

Vocational  rehabilitation  .  357, 100 

Highways  .  27,977,100 

Unemployment  relief  .  106,  807,  300 

Emergency  public  works  grants  actually  paid .  8,761,400 

Federal  re-employment  service .  15,  800 


Total,  1931-1934  . $148,036,700 
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borrowed  the  educational  trust  funds  to  pay  current  expenses  and 
postponed  the  payment  of  interest  upon  these  funds.  When  the  dis¬ 
tribution  of  interest  on  the  trust  fund  was  begun  in  1835,  the  prin¬ 
cipal  of  the  fund  amounted  to  less  than  $150,000,  so  that  the  annual 
apportionment  among  the  counties  was  less  than  $9,000.  With  the 
increase  of  the  principal  as  a  result  of  receipts  from  the  Federal 
government  amounting  to  3  per  cent  of  the  proceeds  of  public  land 
sales  in  Illinois,1  and  the  addition  of  part  of  the  Federal  surplus  reve¬ 
nue  of  1837  to  the  school  fund,  the  educational  trust  funds  upon 
which  the  State  paid  interest  grew  by  1864  to  $1,165,407  and  have 
remained  at  this  level  since  then.  Of  this  aggregate  amount  of  edu¬ 
cational  trust  funds  for  which  the  State  government  stands  responsi¬ 
ble,  $948,955  represents  the  part  belonging  to  the  common  school  fund, 
upon  which  the  State  still  distributes  interest  of  $57,000  annually. 
On  the  remainder,  comprising  $156,613  dedicated  as  a  permanent 
college  fund,  and  $59,839  dedicated  as  a  permanent  seminary  fund, 
the  State  paid  interest  of  6  per  cent  to  the  Normal  University  and 
Southern  Normal  University  until  1915.  Since  then  there  have  been 
no  appropriations  to  these  universities  specifically  for  interest  upon 
the  permanent  endowments,  but  the  amounts  allotted  to  these  schools 
under  general  appropriations  are  far  in  excess  of  the  interest  which 
might  be  claimed  upon  the  endowment. 

The  grants  of  interest  upon  the  permanent  common  school  fupd 
provided  only  a  small  percentage  of  the  revenues  necessary  for  the 
support  of  common  schools.  One  of  the  principal  innovations  in  the 
new  school  law  adopted  in  1855  was  the  introduction  of  an  annual 
State  tax  for  common  school  purposes,  at  the  rate  of  two  mills  upon 
the  assessed  valuation  of  the  entire  State.  The  first  year ’s  yield  of 
the  two-mill  tax  was  $626,767,  of  which  $606,810  was  immediately 
distributed  to  the  counties,  two-thirds,  with  the  interest  on  the  trust 
funds,  in  proportion  to  white  minor  population  and  one-third  by 
area.  In  the  aggregate  this  distributive  fund  was  greater  than  all 
local  tax  levies  for  school  purposes.  On  its  face,  there  was  a  sectional 
distribution  of  the  burdens  and  benefits,  such  as  to  indicate  that  the 
State  distributive  fund  was  accomplishing  its  intended  purpose  of 
helping  to  equalize  the  money  available  for  schools  throughout  the 
State.  Nevertheless,  after  the  system  had  been  in  effect  for  little 
more  than  a  year  and  only  one  distribution  had  been  made,  the  State 
superintendent  of  public  instruction — who  had  warmly  recommended 
the  system  in  1855 — felt  constrained  to  suggest  that  the  provision  for 
apportionment  be  eliminated.  In  advocating  the  scheme  of  appor¬ 
tionment  in  1855,  the  State  superintendent  had  apparently  assumed 
not  only  that  the  property  tax  was  an  ideal  form  of  tax,  but  also 
that  it  was  administered  equitably.  Collection  and  apportionment 
of  the  school  tax  provided  a  ready  comparison  between  the  contribu¬ 
tions  and  the  benefits  of  individual  counties  and  made  quite  manifest 
the  fact  that  there  was  gross  injustice  in  the  system  of  State  taxa¬ 
tion  of  property.  In  some  quarters  repeal  of  the  State  school  tax 
was  proposed.  It  was  clear,  however,  that  this  would  constitute  only 


1  See  above,  p.  61. 
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a  very  partial  remedy,  since  the  evils  complained  of  were  present  in 
the  whole  revenue  system  and  were  only  more  prominent  in  the  case 
of  the  school  tax  by  reason  of  its  distribution  among  the  counties. 
Furthermore,  the  repeal  would  constitute  an  abandonment  of  the 
free  school  system  by  the  State,  whereas  it  was  neither  the  school 
system  nor  the  basic  idea  of  the  property  tax,  but  the  unequal  applica¬ 
tion  of  the  tax,  which  aroused  criticism.  The  State  superintendent 
proposed  that  the  two-mill  State  tax  be  paid  over  to  the  treasurer 
of  the  township  in  which  the  taxed  property  was  situated,  and  that 
the  interest  upon  the  funds  held  in  trust  by  the  State  should  be  ap¬ 
portioned  among  the  counties  in  proportion  to  minor  population. 
This  proposed  remedy  was  also  attacked  as  a  partial  corrective,  since 
it  would  leave  unaffected  the  inequitable  system  by  which  other  State 
revenues  were  raised,  including  the  revenue  for  paying  interest  on 
the  school,  college  and  seminary  funds,  and  since  this  remedy  also 
would  constitute  an  abandonment  of  the  principle,  established  after 
long  controversy,  that  the  State  should  help  to  provide  educational 
facilities  conforming  to  certain  minimum  standards  throughout  its 
area.  Moreover,  in  some  respects  the  cure  would  be  worse  than  the 
disease,  for  some  sparsely  settled  townships  which  could  support  their 
schools  comfortably  out  of  the  income  of  township  funds  would  have 
no  real  need  of  the  proceeds  of  the  compulso^  two-mill  tax  whereas 
other  townships  would  have  to  struggle  under  heavy  additional  local 
taxes  to  support  schools  of  equal  quality.  Despite  wide  discussion  of 
the  problem,  there  was  not  at  this  time  any  change  in  the  major  pro¬ 
vision  relating  either  to  the  collection  of  the  two  mill  tax  or  the 
assessment  of  property.  The  establishment  of  a  State  board  of  equali¬ 
zation,  to  adjust  assessments  as  between  counties,  was  brought  about 
in  1867  partly  as  a  means  for  equalizing  among  the  counties  the  bur¬ 
den  of  the  two-mill  school  distributive  fund  tax. 

The  first  important  change  affecting  the  distributive  fund  was 
the  substitution  in  1873  of  an  annual  State  levy  of  specified  amount 
in  place  of  the  two-mill  tax.  At  the  time,  this  change  was  viewed 
largely  as  a  formality  designed  to  conform  to  the  requirement  of 
the  Constitution  of  1870,  that  no  money  should  be  drawn  from  the 
treasury  “except  in  pursuance  of  an  appropriation  made  by  law.”1 
The  two-mill  tax  was  yielding  $900,000  a  year,  and  the  legislature 
fixed  the  appropriation  at  $1,000,000  a  year  for  the  first  biennium. 
It  was  supposed  that  this  amount  would  be  increased  as  property 
assessments  advanced.  There  was  a  sharp  jump  in  assessments  in 
1873  under  the  new  revenue  law  but  thereafter  they  declined  for  a 
long  period.2  Meanwhile  the  general  assembly  continued  to  appropri¬ 
ate  $1,000,000  a  year.  Beginning  about  1880  the  State  Teachers’ 
Association  and  other  organizations  urged  larger  grants,  but  without 
success.  In  1909  the  State  educational  commission  examined  the  sub¬ 
ject  and  recommended  a  return  to  the  two-mill  levy,  but  the  sugges¬ 
tion  was  not  adopted.  It  served,  however,  to  re-enforce  the  requests 
of  the  Teachers’  Association  for  larger  grants,  which  brought  about 


1  Art.  iv,  sec.  17. 

2  See  above,  pp.  34-8. 
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increases  of  $1,000,000  eacli  at  the  legislative  sessions  of  1913  and 
1 915.  In  1919  the  appropriation  was  advanced  by  $2,000,000  more 
and  in  1921  by  an  additional  like  amount,  so  that  in  1922  the  dis¬ 
tribution  was  $8,000,000  a  year.  In  1929  it  was  raised  to  $10,000,000 
and  in  1931  to  $10,500,000  a  year.  In  1935  the  yearly  appropriation 
was  increased  to  $13,000,000. 

Distribution  among  the  counties  and  among  townships  within 
each  county  before  1872  was  made  two-thirds  on  the  basis  of  white 
minor  population  and  one-third  by  area,  with  apportionment  among 
the  districts  in  each  township  one-half  on  the  basis  of  white  minor 
population  and  one-half  by  pupils’  attendance.1  When  the  flat  an¬ 
nual  appropriation  was  substituted  for  the  two-mill  tax  in  1872,  total 
population  under  21  years  was  made  the  basis  for  the  entire  distribu¬ 
tion  among  the  counties  and  within  the  counties.  The  method  of 
apportionment  was  changed  in  1923  to  comprise  allowances  based 
upon  the  number  of  teachers,  teachers  training,  and  pupils’  attend¬ 
ance.  In  1927  the  system  of  apportionment  was  again  changed  to 
provide  for  an  annual  allowance  based  upon  the  number  of  pupils  in 
average  daily  attendance  and  a  special  equalization  grant  designed 
to  provide  a  fixed  minimum  amount  for  a  given  number  of  pupils  or 
teachers.  This  is  the  sj^stem  under  which  apportionments  are  now 
made. 

The  State  apportionment  to  common  schools  was  temporarily 
supplemented  for  an  eight  months  period,  from  July  1,  1934  to  March 
1,  1935,  by  a  grant  of  one-third  of  the  net  proceeds  of  the  motor  fuel 
tax.  This  was  distributed  for  local  school  purposes,  and  constituted 
the  first  time  in  the  history  of  the  State  that  aid  was  given  from  the 
State  treasury  for  high  school  purposes.2 3  The  regular  distributive 
school  fund  never  has  been  available  for  grades  beyond  the  eighth. 

For  the  purpose  of  financial  assistance  from  the  State,  vocational 
training  courses  in  the  public  schools  receive  special  treatment.  The 
policy  of  encouraging  such  work  in  the  schools  was  adopted  by  the 
State  in  1919  to  take  advantage  of  the  subvention  offered  by  the 
Federal  government  under  the  Smith-Huglies  Act  of  1917.  Grants 
by  the  Federal  government  and  by  the  State  in  turn  to  the  local  units 
are  made  under  three  heads,  namely,  for  paying  salaries  of  teachers, 
supervisors  and  directors  in  (1)  agriculture  and  (2)  home  economics, 
trade,  and  industrial  subjects,  and  for  (3)  teacher-training.  Pay¬ 
ments  by  the  Federal  government  to  the  states  are  made  only  as 
reimbursement  for  previous  expenditures  and  they  are  restricted  to 
50  per  cent  of  the  expenditures.  Illinois,  in  company  with  most  of 
the  states,  has  spent  for  vocational  education  amounts  substan¬ 
tially  larger  than  could  be  matched  from  the  congressional  appropria¬ 
tion.  The  State  board  for  vocational  education  has  required  local 
high  schools  participating  in  the  distributive  fund  to  match  in  their 
turn  the  aid  received  from  Federal  and  State  governments.  The 
State  government  has  not  by  itself  matched,  dollar  for  dollar,  the 

1  From  1839  through  1872  one-fourth  of  one  per  cent  (a  24th  part  of  the  entire  interest) 

was  diverted  for  the  use  of  the  State  Institution  for  the  Deaf  and  Dumb  at  Jacksonville. 

3  For  the  amounts  allotted  by  months,  cf.  supra,  p.  58,  footnote  1. 
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Federal  grants,  but  has  used  some  of  the  local  expenditures  as  a 
means  of  qualifying  for  its  full  quota  of  the  Federal  fund.1 

In  another  field  besides  vocational  education  the  State  has  as¬ 
sumed  special  financial  responsibility  for  the  public  school  program. 
This  is  in  the  provision  of  separate  classes  for  delinquent  and  handi¬ 
capped  children.  The  policy  was  adopted  in  1911  with  provision  for 
State  grants  to  school  districts  conducting  special  classes  for  delin¬ 
quent  children  and  for  deaf  and  dumb  children  and  blind  children. 
In  1923  similar  provision  was  made  for  children  who  were  physically 
crippled  (other  than  those  defective  in  hearing,  speech,  or  sight), 
and  in  1929  the  earlier  legislation  was  rewritten  to  cover  those  with 
defective  hearing  or  vision  as  well  as  those  already  blind  or  deaf. 
Under  these  acts  the  State  based  its  payments  upon  the  difference  be¬ 
tween  the  cost  of  the  special  classes  or  schools  and  the  cost  of  instruct¬ 
ing  “normal  children”  for  a  like  period  of  attendance.  There  is  a 
maximum  limitation  upon  the  amount  of  State  aid  for  each  child  in 
each  category.2 

Highway  grants — Aid  for  the  construction  of  county  highways 
was  inaugurated  under  the  act  of  1913,  as  noted  in  the  history  of 
State  motor  vehicle  revenues.3  When  the  State  undertook  its  extensive 
building  program,  financed  by  bond  issues,  grants  to  the  local  units 
sank  into  the  background.  Direct  State  aid  of  the  original  type  was 
practically  discontinued,  but  the  addition  of  section  15-d  to  the  road 
and  bridge  law  of  19134  made  it  possible  for  counties  to  finance  main- 
road  improvements  from  borrowed  funds  without  either  foregoing 
the  State  aid  which  had  been  promised  for  these  routes  or  waiting 
until  the  aid  became  available.  This  section  authorized  counties  to 
anticipate  their  State  aid  allotments  by  using  funds  in  the  treasuries 
of  the  counties,  townships,  or  road  districts,  by  levying  special  taxes, 
or  by  issuing  bonds.  Under  this  amendment,  which  is  still  in  force,  a 
county  may  build  at  once  a  system  of  roads  along  the  designated 
State-aid  routes  and  then  be  reimbursed  for  half  of  the  construction 
cost  as  the  State  allotments  become  available  from  time  to  time.  The 
roads  are  taken  over  by  the  State  immediately  upon  completion  and 
are  maintained  in  the  same  manner  as  other  State-aid  roads  built 
from  State  and  local  funds  currently  available.  With  either  type  of 
State  aid,  half  the  total  cost  is  borne  by  the  State  treasury  and  half 
by  the  local  governments. 

The  amount  of  aid  that  has  been  given  by  the  State  is  shown  in 
Table  19,  together  with  payments  to  counties  and  cities  from  motor 
fuel  tax  receipts.5 6  The  distribution  of  the  motor  fuel  tax  is  not  State 
aid  in  the  ordinary  sense,  since  the  amount  received  by  each  county 
is  not  determined  by  its  immediate  expenditure  program  nor  is  the 
use  of  the  funds  limited  to  main-road  construction.  The  aggregate 

1  The  State  grants  to  local  governments  for  vocational  education  are  included  with  other 
grants  for  school  purposes  in  Table  19. 

2  State  grants  for  special  classes  in  local  schools  are  included  with  other  grants  for  school 
purposes  in  Table  19. 

3  Cf.  supra,  p.  53. 

4  Section  15-d  was  added  by  Laws  1915,  p.  599,  and  amended  by  Laws  1917,  p.  714,  and 

later  acts. 

6  Apportionments  from  the  motor  fuel  tax  are  footnoted  in  the  table. 
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amount  available  for  distribution  is  determined  by  the  yield  of  the 
tax;  the  apportionment  is  determined  in  the  case  of  counties  by  the 
number  of  motor  vehicles  registered  from  the  county,  and,  in  the  case 
of  cities,  by  the  population  at  the  last  preceding  census. 

Social  welfare  activities — In  the  field  of  social  welfare  the  State 
grants  aid  to  local  governments  for  blind  relief,  mothers’  pensions, 
unemployment  relief,  and,  beginning  in  1936,  for  old-age  pensions. 

In  1903  the  legislature  authorized  the  counties  to  pay  a  benefit  of 
$150  yearly  to  each  adult  blind  person  who  had  not  more  than  $250 
income  from  other  sources  and  was  not  a  charge  of  any  State,  county 
or  city  charitable  institution.  Unwillingness  of  some  counties  to 
adopt  the  system  led  to  legislation  in  1915  making  it  mandatory  to 
provide  the  full  pension.  This  was  followed  by  increases  in  the 
amount  of  the  pension  in  1923  and  in  1927  to  $365  yearly.  The  act 
of  1927  imposed  half  the  cost  upon  the  State  and  provided  for  a 
special  continuing  state-wide  property  tax  at  a  fixed  rate  of  one-tenth 
mill  upon  the  assessed  valuation  beginning  in  the  tax  year  1928.  Ad¬ 
ministration  was  left  entirely  to  the  counties  even  after  the  inaugura¬ 
tion  of  State  aid.  There  was  no  supervision  by  any  agency  of  the 
State.  Each  county  board  is  authorized  to  submit  annually  to  the 
State  auditor  a  certified  itemized  statement  of  the  pension  payments. 
The  auditor,  if  satisfied  with  its  correctness,  is  required  to  draw  his 
warrant  to  the  county  for  half  the  amount  shown.  Although  the  law 
is  mandatory,  there  were  in  1933  some  counties  which  had  not  adopted 
the  law,  or  had  at  one  time  adopted  it  and  later  discontinued  it. 
A  survey  by  the  department  of  public  welfare  in  1932-33  indicated 
that  in  downstate  counties  nearly  eighty  in  every  one  hundred  blind 
persons  were  receiving  pensions.  In  Cook  County  the  percentage  ap¬ 
pears  to  have  been  smaller.  Aggregate  payments  of  $990,577  by  the 
State  in  the  fiscal  year  1932  signify  that  payments  were  made  to  at 
least  5,400  persons.  In  the  fiscal  year  1934  State  payments  for  blind 
relief  had  declined  to  $667,533,  representing  maximum  pension  pay¬ 
ments  to  at  least  3,700  persons.  The  decline  probably  resulted  from 
the  transfer  of  some  blind  pensioners  to  emergency  relief  rolls.  Since 
the  discontinuance  of  the  State  levy  upon  property,  State  aid  for 
blind  pensions  has  been  financed  from  the  retailers’  occupation  tax. 

Illinois  adopted  in  1911  the  first  state-wide  mothers’  pension 
legislation  in  the  United  States.  Embodied  in  a  brief  amendment 
to  the  Juvenile  Court  Act,  the  law  authorized  the  judge  of  the 
juvenile  court  to  make  cash  grants  to  parents  who  were  unable  to 
provide  for  their  children.  A  revision  of  the  law  in  1913  restricted 
the  allowance  to  destitute  widows  who  had  children  under  14  years 
of  age  and  could  prove  citizenship  and  three  years’  residence  in  the 
county.  Later  amendments  broadened  the  class  of  beneficiaries  and 
advanced  the  admissable  age  limit  of  the  children.  Until  1929  the 
funds  for  paying  mothers’  pensions  came  entirely  from  the  county 
treasuries.  Adoption  of  the  pension  system  in  any  Illinois  county 
depended  upon  approval  by  both  the  judge  of  the  juvenile  court 
and  the  county  board,  although  either  of  these  alone  could  nullify 


Illinois  Tax  Commission 


75 


the  measure, — the  judge  by  granting  no  pensions,  the  board  by  fail¬ 
ing  to  make  appropriations  for  their  payment.  In  1915  there  were 
30  counties  which  were  not  operating  under  the  law ;  in  1930  there 
were  8.  Whereas  some  counties  refused  to  give  pensions,  others 
paid  them  to  ineligible  families,  and  there  was  great  diversity  in 
administration.  Repeated  proposals  for  State  aid  and  State  super¬ 
vision  led  finally  in  1929  to  the  enactment  of  a  law  charging  the 
State  department  of  public  welfare  with  the  distribution  of  $250,000 
a  year  during  the  next  biennium  among  counties  giving  mothers’ 
pensions.  In  1931,  in  accordance  with  recommendations  by  a  State 
committee  on  child  welfare  legislation,  the  appropriation  was 
doubled  and  the  basis  of  apportionment  prescribed  by  laAv.  Like 
the  State  school  distributive  fund,  the  mothers’  aid  allotment  was 
divided  into  two  parts,  one  to  be  distributed  among  the  counties  in 
fixed  appropriations  and  the  other  according  “to  their  needs  and 
their  financial  ability  to  meet  such  needs.”  Aggregate  aid  was 
limited,  as  in  the  act  of  1929,  to  half  the  mothers’  pension  payments 
of  any  county.  In  1933  the  fixed  shares  of  the  counties  were  in¬ 
creased  and  the  equalization  fund  reduced,  and  the  rule  restricting 
the  allowance  to  50  per  cent  of  the  expenditures  within  each  county 
was  modified  to  apply  only  to  the  basic  apportionment ;  the  equaliza¬ 
tion  fund  might  raise  the  grant  of  State  aid  above  half  of  the  actual 
expenditures. 


Borrowings  by  the  State 

Although  the  State  government  began  by  borrowing  $25,000 
for  general  operating  expenses,  and  issued  $300,000  in  paper  money 
in  1821  as  a  means  of  providing  the  community  with  a  monetary 
medium,  its  first  large  scale  borrowing  occurred  in  the  middle  1830’s 
when  it  embarked  upon  the  Illinois  and  Michigan  Canal  project 
and  an  extensive  internal  improvement  system.  Between  1836  and 
1843  there  was  built  up  a  State  debt  of  approximately  $14,000,000, 
part  of  it  balanced  by  bank  stock  owned  by  the  State,  part  offset 
by  the  canal  and  internal  improvement  lands,  part  invested  in  un¬ 
completed  works,  and  the  remainder  representing  unpaid  accrued 
interest.  Repayment  of  this  debt  required  nearly  forty  years,  partly 
however  because  most  of  the  bond  issues  did  not  mature  until  1870. 
It  involved  resort  to  the  general  property  tax,  which  was  supplemented 
by  the  Illinois  Central  charter  tax  and  other  revenues.  The  rapid 
growth  of  population  and  exploitation  of  the  natural  resources  of 
the  State  lightened  the  burden  of  repayment,  so  that  by  1853  the 
outstanding  debt  was  looked  upon  as  a  load  which  could  easily  be 
carried  without  any  increase  in  the  current  rates  of  taxation.  Until 
1856,  however,  the  State  paid  only  part  of  the  interest  which  became 
due  each  year,  and  left  the  remainder  to  swell  the  earlier  accumu¬ 
lation  of  interest  arrears.  Before  1860  practically  all  the  past  due 
interest  was  funded  and  repayment  was  going  forward  rapidly. 

Apart  from  occasional  small  borrowings  by  the  trustees  of  par¬ 
ticular  State  institutions,  the  State  did  not  again  incur  any  debt 
until  the  beginning  of  the  Civil  War,  when  it  sold  an  emergency 
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Table  20 

State  Borrowings,  Debt  Repayments,  and  Outstanding  Obliga¬ 
tions,  by  Four-Year  Intervals:1  1819-1936 


(Amounts  in  thousands) 


4-year 

period 

Amount 

borrowed 

Amount 

repaid 

Debt  outstanding  at  end  of  period 

Total 

To  be  repaid 

Nominal,  non¬ 
maturing  debt2 

1819-22  _ 

$  325. 0 

$  25.0 

$  300. 0 

$  300. 03 

0 

1823-26  _ 

0 

110.3 

189.7 

189.  73 

0 

1827-30  _ 

22.0 

39.7 

172.0 

1.50. 03 

$  22  .0 

1831-34  _ 

245.6 

&: 

246.7 

170.9 

113.2 

57.  7 

1835-38  _ 

"  6,  880.  3 

7.6 

7,043.5 

6,  323.  7 

719.8 

1839-42  _ 

7,  377.  6 

304.3 

14, 116.8 

13,  308.  7 

808.  1 

1843-46  _ 

4, 145.3 

2,  956.  2 

15,  305.9 

14,  435.7 

870.2 

1847-50  _ 

203.0 

144.5 

15,  364.4 

14,  424.  6 

939.8 

1851-54  _ 

16.9 

1,  229.  2 

14, 152. 1 

13, 195.3 

9.56.8 

1855-58  _ 

104.8 

2,  577.  9 

11,679.0 

10,  617.4 

1,061.6 

1859-62. . . 

2, 153.  6 

1,587.6 

12,  244.9 

11,079.8 

1, 165. 1 

1863-66 . . 

0.3 

3,  095.  3 

9, 149.  9 

7, 984.  5 

1,165.4 

1867-70 _ 

50.0 

3,  221.3 

5,  978.  6 

4,813.2 

1,165.4 

1871-74 _ 

3,  287.  3 

6, 366.  0 

2, 899.  8 

1,734.4 

1,165.4 

1875-78 _ 

141.7 

1,024.8 

2,016.8 

851.4 

1, 165.  4 

1879-82 _ 

0 

827.8 

1,189.0 

23.6 

1,165.4 

1883-86 _ 

0 

0 

1,189.0 

23.6 

1,165.4 

1887-90 _ 

0 

4.  1 

1,184.9 

19.5 

1,165.4 

1891-94 _ 

0 

1.0 

1,183.9 

18.5 

1,165.4 

1895-98 _ 

711.7 

250.0 

1,645.6 

18.5 

1,627.1 

1899-1902 _ 

138.0 

0 

1,783.7 

18.5 

1 , 765.  2 

1903-06 _ 

36.8 

1.0 

1,819.5 

17.5 

1,802.0 

1907-10 _ 

11.4 

0 

1,831.0 

17.5 

1,813.  5 

1911-14 _ 

0.3 

0 

1,831.3 

17.5 

1,813.8 

1915-18 _ 

0.6 

0 

1,831.9 

17.5 

1,814.  4 

1919-22 . . 

11,000.0 

0 

12,  831.9 

11,017.5 

1,814.  4 

1923-26 . . 

133,000.0 

4,  923.  0 

140,908.9 

139, 094.  5 

1,814.  4 

1927-30 . . 

77,000.0 

15,  615.0 

202,  293.  9 

200,  479.  5 

1,814.4 

1931-34 _ 

64,  350.  0 

43,501.5 

223, 142.  4 

221,328.0 

1,814.4 

1935-364 _ _ 

32,  500.  0 

40,  467.  5 

215,174.9 

213,  360.  5 

1,814.4 

Total _ 

$  343,  702.  2 

$  128,527.3 

$  215,174.9 

$  213,  360.  5 

$  1.814.4 

1  Figures  for  the  years  from  1835  to  1850  are  based  in  part  upon  arbitrary  adjustments  of 
the  accounts.  They  are  subject  to  revision  on  the  basis  of  further  research. 

2  I.  e.,  debt  to  public  trust  funds  on  account  of  receipts  used  to  finance  State  operations  or, 
in  the  case  of  the  University  of  Illinois  endowment  fund,  receipts  lost  through  defalcation  by  a 
custodian. 

3  Notes  issued  by  a  State-owned  bank  and  lent  to  residents  upon  their  promissory  notes. 

*  Notice  that  these  figures  are  for  a  two-year  period  only. 
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bond  issue  of  $2,000,000  for  war  purposes,  and,  in  addition,  a  special 
revenue  deficit  bond  issue  of  $50,000.  This  debt  was  repaid  without 
difficulty  during  the  next  decade.  In  1871,  at  the  time  of  the  great 
Chicago  fire,  the  State  issued  $250,000  of  revenue  deficit  notes  and 
used  these  as  part  payment  upon  its  obligations  to  the  city  for  imi- 
provements  upon  the  Illinois  and  Michigan  canal.  This  issue  of 
notes  made  funds  available  immediately  to  the  distressed  city;  it 
was  redeemed  by  the  State  within  two  years. 

By  1882  substantially  all  the  outstanding  State  debt  had  been 
retired,  only  $23,600  of  old  bonds  remaining  unpaid.  During  the 
next  thirty  years  some  of  these  bonds  were  presented  for  payment 
from  time  to  time  so  that  the  outstanding  State  debt  was  gradually 
reduced  to  $17,500.  The  only  State  borrowing  during  this  long 
interval,  excepting  for  occasional  short-term  borrowings  by  trustees 
of  particular  State  institutions  in  anticipation  of  their  receipts  from 
the  State  treasury,  was  an  issue  of  $250,000  of  revenue  deficit  notes 
in  1898,  repaid  in  the  same  year. 

Excepting  for  $17,500  of  old  bonds  still  outstanding,  which  may 
never  be  presented  for  redemption,  all  the  present  State  debt  has 


been  accumulated  since  the  World  War.  It  included  as  of  July  1, 
1936,  the  following  amounts  authorized  in  the  years  and  for  the 
purposes  indicated : 

AVaterway  bonds  (1908) . $  4,003,000 

Highway  bonds  (1918  and  1924) .  133,649,000 

Soldiers’  Compensation  bonds  (1922) .  29,246,000 

Emergency  Relief  bonds  (1932  and  1934) .  46,400,000 

Emergency  Relief  notes  (1932  and  1934) .  45,000 

Old  bonds  never  presented .  17,500 


Total  . • . $213,360,500 


The  foregoing  figures  are  entirely  for  bonded  debt,  with  the 
exception  of  the  item  of  $45,000  for  emergency  relief  notes,  which 
represents  the  remainder  outstanding  upon  a  short-term  issue  which 
had  been  called  for  redemption.  These  notes  no  longer  bear 
interest.1 

Apart  from  these  notes  the  State  has  no  short-term  debt  other 
than  for  current  accounts  payable  built  up  in  the  ordinary  course 
of  day-to-day  transactions.  Since  1848  there  has  been  a  constitu¬ 
tional  prohibition  upon  the  issuance  of  State  auditor’s  warrants — 
checks  against  the  treasurer — unless  there  is  money  in  the  treasury 
at  the  time  available  for  redeeming  the  warrants.  Consequently,  the 
only  warrants  in  circulation  at  any  time  since  1848  have  been  those 
in  process  of  payment.  Before  1848  the  issuance  of  auditor’s 
warrants  to  creditors  of  the  State  was  sometimes  a  device  for  short¬ 
term  borrowing,  and  until  1843  the  warrants  bore  interest  during 
the  period  between  their  issuance  and  their  redemption.  Since  1843, 

1  Interest  accrued  on  these  outstanding  notes  to  the  call  dates  was  $2,124.  This  is  not 
included  in  the  aggregate  debt  stated  in  the  text. 
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Table  21 

State  Borrowings,  by  Purpose:  1922-1936 

(Amounts  in  thousands) 


Fiscal 

year 

Total 

borrowed1 

Highway 

Waterway 

Soldiers’ 

compensation 

Emergency 

relief2 

1922  . 

$  11, 000. 0 

12, 340. 0 
77,913.3 

27,  737.  8 

15,008.9 

6, 000.  0 
13, 000.  0 
41, 060.  0 
16, 940. 0 

1,000.0 

18. 175.  03 

24. 175.  0 
21, 000.  0 
36,  000.  0 

0 

$  11,000.0 

12, 140. 0 
27, 860. 0 

23, 000. 0 

15, 000.  0 

6, 000.  0 

13, 000.  0 
39, 000.  0 
11,000.0 

1923 

$  200.0 

50, 053.  3 

4,  737. 8 

8.9 

1924  _ 

1925 

1926  . . 

1927  . . 

1928  .  . . 

1929  . . 

$  2, 060. 0 

5, 940.  0 

1, 000.  0 

1930  . . 

1931  _ _ 

1932 

$  17, 575. 0 
21, 175. 0 
20, 000. 0 
36, 000. 0 

1933  . 

2, 000.  0 

1, 000. 0 

1, 000.  0 

1934 

1935 

1936 

Total _ 

$  321,  350.  04 

$  160,000.0 

$  11,000.0 

$  55, 000. 0 

$  94,  750.  02 

1  Borrowings  shown  in  this  table  represent  the  face  value  of  the  obligations  issued,  without 
regard  to  premiums  or  accrued  interest  received  or  discounts  upon  the  sale  of  bonds. 

2  Borrowings  shown  for  emergency  relief  include  a  double  counting  to  the  extent  of  $44,750,000, 
because  of  the  issuance  and  funding  of  short-term  notes.  These  note-issues  comprised  $17,575,000 
in  1932 ;  $1,175,000  in  1933  ;  $20,000,000  in  1934  ;  and  $6,000,000  in  1935.  The  remaining 
$50,000,000  of  emergency  relief  borrowings  represent  the  bonds  which  replaced  the  notes. 

3  Includes  $600,000  University  of  Illinois  tax  anticipation  notes  sold  to  banks. 

4  See  notes  2  and  3. 


however,  the  State  has  never  paid  interest  on  auditor's  warrants. 
In  this  respect  its  practice  has  been  in  contrast  with  that  of  many 
local  governments,  which  still  use  warrants  or  orders  as  a  device 
for  short-term  borrowing  and  pay  interest  thereon. 

Also  in  contrast  with  the  practice  of  local  governments,  the  State 
government  did  not  during  its  first  century  issue  tax  anticipation 
warrants  at  any  time.  The  practice  of  issuing  such  warrants  was 
first  employed  by  the  State  in  1932,  when  delays  in  tax  collections 
in  Cook  County  left  the  State  treasury  short  of  funds.  Under  an 
act  passed  by  the  legislature  in  1931,  the  warrants  were  issued  when¬ 
ever  the  governor,  treasurer,  and  auditor  deemed  this  action  neces¬ 
sary.  Despite  the  constitutional  stipulation  that  the  State  should 
contract  no  debts  beyond  $250,000  without  referendum,  the  validity 
of  this  act  was  upheld  by  the  State  Supreme  Court  in  a  decision  fol¬ 
lowing  a  long  line  of  earlier  cases  in  Illinois  and  other  states,  in  which 
the  tax  anticipation  warrants  of  municipal  governments  were  held  not 
to  create  a  debt.  A  tax  anticipation  warrant,  the  court  ruled,  is  an 
assignment  of  taxes  levied  and  which  are,  in  legal  contemplation, 
assets  of  the  State.  The  warrant  creates  no  other  liability  and  makes 
no  other  pledge,  and  the  State  is  under  no  obligation  to  repay  the 
borrowed  money  if  the  pledged  taxes  prove  insufficient  or  uncollect¬ 
ible.1  While  the  court  test  was  in  process,  the  statute  authorizing 

1  People  v.  Nelson,  344  Ill.  44  (1931).  Cf.  the  decision  in  Berman  v.  Board  of  Education 

of  Chicago,  360  Ill.  535  (1935). 
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issuance  of  anticipation  warrants  was  amended  to  provide  that  a  bal¬ 
ance  available  in  any  treasury  fund  and  not  needed  for  current  ex¬ 
penditure  might  be  invested  in  the  anticipation  notes  of  any  other 
fund.  This  made  it  possible  to  postpone  for  more  than  a  year  the 
sale  of  tax  warrants  outside  the  treasury.  When  an  installment  of 
principal  and  interest  of  soldiers’  compensation  bonds  fell  due  in 
August,  1931,  the  balance  in  the  treasury  fund  for  this  purpose  was 
inadequate.  The  treasurer  drew  upon  the  resources  of  the  motor 
fuel  tax  fund  to  the  extent  of  $2,800,000,  depositing  tax  anticipation 
warrants  in  place  of  the  borrowed  funds.  Similar  transactions  were 
carried  on  from  time  to  time  in  succeeding  months,  until  the  maxi¬ 
mum  amount  of  inter-fund  borrowing  by  means  of  tax  anticipation 
warrants  was  reached  in  April,  1933,  at  $14,340,000.  By  July  1, 
1936,  the  amount  of  these  inter-fund  obligations  had  been  reduced 
to  $815,000.  The  first  sale  of  tax  notes  outside  the  treasury  occurred 
in  May,  1932,  when  $600,000  of  6  per  cent  warrants  were  sold  on  be¬ 
half  of  the  University  of  Illinois  fund.  Within  a  month  $200,000  of 
these  notes  were  retired  and  the  remaining  $400,000  were  retired  be¬ 
fore  the  end  of  1932.  The  only  other  sales  of  tax  anticipation  war¬ 
rants  outside  the  treasury  have  been  for  purposes  of  emergency  relief. 
The  first  issue  of  emergency  relief  notes,  amounting  to  $18,750,000, 
was  sold  between  February  and  August,  1932,  and  the  second  issue 
of  $28,500,000  was  sold  during  1934.  Each  of  these  two  issues  was 
in  anticipation  of  a  property  tax  levy  which  was  dispensed  with  when 
the  issuance  of  State  bonds  was  authorized  by  the  electorate  as  a 
means  of  funding  the  notes.  The  bonds,  amounting  to  $20,000,000 
in  the  first  case  and  $30,000,000  in  the  second  case,  are  guaranteed 
by  the  State  but  are  not  direct  and  immediate  obligations  of  the  State 
treasury.  They  are  repayable  out  of  the  distributive  shares  of  the 
motor  fuel  tax  accruing  to  those  counties  which  used  the  borrowed 
money  for  unemployment  relief  purposes,  and  only  in  the  event  that 
these  gasoline  tax  proceeds  in  any  year  are  insufficient  for  paying 
interest  and  principal  upon  the  bonds  will  the  State  be  obliged  to 
meet  the  debt  from  its  own  revenues. 

Borrowings  by  Local  Governments 

Data  for  a  history  of  borrowing  by  local  governments  in  Illinois 
are  even  less  adequate  than  for  a  history  of  local  revenue  receipts. 
In  the  case  of  revenues,  it  is  at  least  possible  to  compile  yearly  figures 
showing  the  amounts  of  the  property  tax  levies  of  all  local  units  and 
to  obtain  long-term  series  representing  the  receipts  of  particular  local 
governments.  In  the  case  of  borrowings,  however,  there  is  no  source 
from  which  to  obtain  any  comprehensive  figures  on  aggregate  out¬ 
standing  debt  excepting  for  a  few  scattered  years  or  for  one  particu¬ 
lar  class  of  government — that  is,  school  districts,  the  data  for  which 
have  been  collected  annually  over  a  long  period  by  the  superintend¬ 
ent  of  public  instruction. 

The  magnitude  of  the  problem  may  be  indicated  by  the  outstand¬ 
ing  gross  debt  of  local  governments  in  Illinois  in  1931,  as  reported 
by  the  United  States  census  bureau  in  the  most  complete  compilation 
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which  has  been  made  at  any  time  in  the  history  of  the  State.  This 
showed  an  aggregate  gross  debt  of  all  local  units  amounting  to 
$1,079,281,000,  against  which  various  units  had  sinking  fund  assets 
amounting  to  $10,141,000.  The  gross  debt  comprised  the  following 
classes : 

Funded  debt,  consisting  of  all  long  term  bonds  and  serial 
bonds  and  notes,  excepting  those  to  be  paid  from  special 


assessments  against  benefited  property . $  593,872,000 

Special  assessment  loans  .  203,337,000 


All  other  debt,  including  revenue  loans,  interest-bearing 
warrants,  other  short-term  obligations  to  be  paid  from 
current  tax  receipts  or  from  taxes  levied  in  the  year  of 
issue,  unpaid  warrants  or  orders  upon  the  treasury,  and 


all  other  classes  of  indebtedness .  282,072,000 

Total  . $1,079,281,000 


The  aggregate  amount  of  the  gross  debt  less  sinking  fund  assets 
as  reported  by  the  bureau  of  the  census  represent  an  eight-fold  in¬ 
crease  during  the  nineteen  years  from  1912  to  1931  and  a  trebling 
of  the  debt  in  the  nine  years  from  1922  to  1931.  The  aggregate 
amount  of  the  outstanding  debt,  less  sinking  fund  assets,  in  each  of 
these  years  for  each  category  of  government  is  shown  in  Table  22, 
which  shows  also  the  percentage  of  increase  in  the  intervening  periods. 
From  this  table  it  is  evident  that  the  largest  increase,  in  terms  of 
amounts,  was  in  the  case  of  cities,  towns,  and  villages,  whose  aggre¬ 
gate  gross  debt  less  sinking  fund  assets  advanced  from  something  less 
than  $114,000,0001  in  1912  to  more  than  $490,218,000  in  1931.  This 
accounted  for  40  per  cent  of  the  aggregate  increase  in  all  local  gov¬ 
ernment  debts  during  the  period.  In  terms  of  percentage  increase, 
however,  by  far  the  greatest  advance  occurred  in  the  case  of  school 
districts  and  other  special  purpose  districts.  The  correct  percentage 
for  school  districts  cannot  be  determined  for  the  period  1912-1931 
from  the  data  as  given  in  Table  222;  in  the  case  of  other  special  pur¬ 
pose  districts  the  increase  in  the  aggregate  debt  was  nearly  sixty-fold 
from  1912-1931.  Between  1922  and  1931  the  indebtedness  of  school 
districts  did  not  increase  at  so  rapid  a  rate  as  that  of  other  special 
purpose  governments.  School  district  debt  advanced  in  the  aggregate 
by  114  per  cent  from  1922  to  1931  whereas  the  indebtedness  of  other 
special  districts  advanced  in  the  same  period  by  439  per  cent.  The 
gross  debt  of  cities,  towns,  and  villages  increased  by  186  per  cent 
from  1922  to  1931,  and  that  of  counties  increased  by  164  per  cent. 
By  far  the  largest  part  of  the  increase  of  local  government  debt  oc¬ 
curred  in  Cook  County,  where  the  aggregate  in  1931  was  almost  nine 
times  as  great  as  in  1912  and  three  and  one-half  times  as  great  as  in 
1922.  In  all  the  remaining  counties  of  Illinois,  the  aggregate  debt  of 
local  governments  in  1931  was  slightly  more  than  five  times  as  great  as 
in  1912  and  less  than  twice  as  great  as  in  1922. 


1  The  aggregate  of  $114,455,000  shown  in  the  table  includes  some  school  district  debt.  See 
footnote  2  of  the  table. 

2  For  the  reason  see  footnote  2  of  the  table. 
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Table  22 

Aggregate  Indebtedness,  Less  Sinking  Fund  Assets,  of  Each 
Class  of  Local  Governments  in  Illinois,  as  Reported  by  the 
Bureau  of  the  Census:1  1931,  1922,  and  1912 


Class  of 
government 

Amount,  in  thousands 

Percentage  increase 

1931 

1922 

1912 

1922  to 

1931 

1912  to 

1922 

Entire  State— total . 

$  1,069,  U0 

$  356, 139 

$  137,208 

205% 

155% 

Counties  _  . 

75,717 

28,  632 

11,555 

164 

148 

Cities,  towns,  villages 

490,  218 

171,283 

114, 4552 

186 

50 

School  districts . 

189, 154 

88,  361 

4,3112 

114 

19502 

Townships 

10, 054 

5,  462 

1,698 

84 

222 

r  Other  civil  divisions. 

303, 997 

56,  401 

5,189 

439 

987 

Cook  County— total _ 

869, 562 

248, 003 

99, 194 

251 

150 

County _ _  ... 

62,  441 

9,829 

Cities,  towns,  villages 

394*  659 

School  districts _ 

139’  711 

7572 

Townships  _ _ 

80 

Other  civil  divisions 

272,  671 

Downstate— total  . 

199,  578 

102, 136 

38, 014 

95 

169 

Counties  _ 

13, 276 

1,726 

Cities,  towns,  villages 

95^  559 

School  districts _  . 

49’  443 

3,  5542 

Townships  _ 

9^  974 

Other  civil  divisions. 

3i;  326 

1  Data  from  Financial  Statistics  of  State  and  Local  Governments:  1931 — Illinois  (pamphlet 
preprint;  1934),  Table  7.  Blanks  signify  a  lack  of  information. 

2  Debt  in  1912  on  account  of  schools  in  cities,  towns  and  villages  with  a  population  of  2,500 
and  over  is  included  with  city,  town,  or  village  liabilities,  so  that  the  amount  of  $4,311,000  shown 
for  school  districts  is  an  understatement  and  the  amount  of  $114,455,000  shown  for  cities,  towns, 
and  villages  is  an  overstatement  compared  with  the  figures  for  those  classes  of  governments  in 
later  years. 


Conclusion 

Among  recent  developments  affecting  the  leading  sources  of  State 
and  local  revenue,  the  precipitate  growth  of  Federal  aids  and  the 
more  gradual  but  no  less  pronounced  growth  of  State  aids  are  def¬ 
initely  outstanding.  Although  some  of  the  Federal  grants  were  tem¬ 
porary  incidents  of  depression,  there  is  every  indication  that  the  ag¬ 
gregate  of  State  and  local  receipts  from  the  national  treasury  will 
continue  at  a  higher  level  than  prevailed  before  1930.  The  social 
security  legislation  of  1935  will  itself  lead  to  such  a  development,  and 
there  is  no  reason  to  suppose  that  the  necessity  for  grants  or  for 
shared-revenues  has  been  exhausted. 

As  between  the  State  and  local  governments,  legal  and  admin¬ 
istrative  relationships  are  so  mnch  more  intimate  than  between  the 
states  and  the  Federal  government,  that  dependence  upon  State- 
administered  revenues  for  financing  local  activities  may  be  expected 
to  continue  and  expand.  In  consequence  of  greater  adaptability  and 
wider  geographic  scope,  the  State  government  is  better  able  than 
local  governments  to  undertake  operations  for  which  territorial  uni- 
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formity  and  widespread  jurisdiction  are  important.  Collection  of 
revenues  is  one  of  these  operations.  Moreover,  it  is  an  activity  in 
which  the  State,  though  under  constitutional  inhibitions,  is  much 
freer  to  act  than  local  governments. 

Local  governments  are  compelled  by  Constitution,  statute,  and 
the  necessities  of  administrative  efficiency  to  depend  for  their  reve¬ 
nues  upon  general  property  taxes,  special  assessments,  licenses,  fees, 
and  a  few  other  minor  sources,  supplemented  by  whatever  grants  they 
can  get  from  the  State  and  Federal  governments.  The  State,  under 
the  present  Constitution,  has  available  to  it  all  but  two  of  the  leading 
forms  of  taxation  employed  by  state  and  local  governments  in  the 
United  States.  The  exceptions  are  classified  property  taxes  and  per¬ 
sonal  net  income  taxes.  Were  constitutional  change  obtainable,  the 
classification  of  property  would  eliminate  some  of  the  operative  de¬ 
fects  of  the  general  property  tax  and  perhaps  overcome  some  of  its 
doctrinal  weaknesses,  renewing  in  some  measure  the  financial  inde¬ 
pendence  of  local  governments.  But  if  the  current  movement  persists 
toward  substitution  of  other  forms  of  taxation  for  taxes  on  property 
generally,  it  still  will  be  necessary  for  local  governments  to  derive 
some  of  their  revenue  from  other  sources. 

Practically  every  alternative  source  presents  geographical  com¬ 
plexities  which  destroy  the  possibility  of  successful  administration 
by  local  governments.  Gross  income  taxes,  whether  applied  to  such 
income  generally  or  to  income  only  from  commodity  sales,  as  in 
the  retailers’  occupation  tax  or  still  more  specifically  in  the  gasoline 
tax,  require  for  their  effective  administration  an  agency  with  juris¬ 
diction  over  a  large  area.  So  with  business  taxes  of  various  kinds, 
whether  based  on  net  income  or  other  attributes  of  corporations, 
partnerships,  and  individually  owned  enterprises.  So,  also,  with 
inheritance  and  estate  taxes,  and  with  the  personal  net  income  tax 
if  it  becomes  constitutionally  available.  Even  in  the  case  of  the 
general  property  tax  itself  there  has  been  some  tendency  toward 
centralized  administration  and  the  Tax  Commission  has  advocated  fur¬ 
ther  centralization  on  grounds  of  efficiency  and  uniformity  of  appli¬ 
cation.  The  desirability  of  such  development  is  borne  out  by  the 
experience  of  other  states. 

State  assessment  and  collection  of  revenues  does  not  necessarily 
involve  their  expenditure  by  the  State,  as  the  mere  existence  of  a 
system  of  State  aids  to  local  units  clearly  demonstrates.  Such  aids 
and  shared  revenues  have  not  been  as  important  a  source  of  local 
government  funds  in  Illinois  as  in  some  other  states,  such  as  New 
York,  Massachusetts,  and  Wisconsin.  Nevertheless  they  have  been 
an  appreciable  factor  in  the  financing  of  a  few  fields  of  activity  in 
this  State  and  there  are  reasons  for  expecting  that  the  system  will 
be  further  developed. 

Revenues  collected  by  the  State  can  be  granted  to  the  local 
governments  either  for  application  to  specified  uses  or  without  re¬ 
striction.  In  the  past  the  legislature  has  been  inclined  either  to 


Illinois  Revenue  System,  1818-1936 


83 


transfer  functions  to  the  State  or  to  insist  upon  a  measure  of  State 
supervision  in  return  for  grants.  There  is  every  indication  that 
such  tendencies  will  persist,  although  the  supervision  provided  in 
some  fields  may  be  wholly  nominal  (as  in  the  case  of  blind  pensions1). 
The  only  important  recent  step  in  an  opposite  direction  is  the  grant 
of  sales  tax  funds  for  unemployment  relief  accompanied  by  prac¬ 
tically  complete  elimination  of  State  supervision  over  the  use  of  the 
funds.  Even  in  this  instance  some  local  governments  are  required 
to  levy  a  specified  rate  of  tax  for  unemployment  relief  before  they 
can  qualify  for  State  funds.  Moreover,  the  legislature  has  never — 
with  the  exception  of  a  short  period  more  than  a  century  ago — given 
local  governments  a  share  in  State  revenues  without  designating 
the  field  of  expenditure.  There  has  been,  in  fact,  no  organized  de¬ 
mand  for  State-administered  revenues  to  be  available,  without  limi¬ 
tation  as  to  use,  for  all  authorized  services  of  local  governments. 

Consistent  use  of  restricted  grants  may  result  from  a  desire  of 
legislators  to  narrow  the  search  for  formulae  of  apportionment. 
When  allotment  is  for  specific  purpose,  such  as  highways,  schools, 
or  mothers’  aid,  the  distribution  is  usually  limited,  in  some  measure 
at  least,  by  the  purpose  itself;  but  when  the  use  is  unspecified  the 
alternative  bases  of  apportionment  are  many  times  more  numerous. 
It  becomes  simpler  to  impose  restrictions  or  to  transfer  administra¬ 
tion  to  the  State  itself. 

In  any  case,  if  the  volume  of  payments  from  the  State  treasury 
to  local  governments  continues  to  grow,  it  will  provide  materially 
increased  relief  to  property  taxpayers  as  compared  with  other 
classes  of  taxpayers  by  compelling  further  resort  to  other  sources 
of  revenue.2  There  is,  however,  no  guarantee  that  the  remodeled 
revenue  system  will  be  more  equitable  than  that  which  was  inherited 
from  the  nineteenth  century.  Much  depends  upon  the  forms  in  which 
its  evolution  is  embodied  and  upon  the  character  of  the  services  to 
which  the  revenues  are  devoted. 


1  See  above,  p.  74. 

2  This  does  not  mean  that  the  aggregate  of  property  taxes  will  necessarily  be  decreased,  but 
means  only  that  taxes  on  property  may  be  expected,  under  the  conditions  indicated,  to  provide 
a  smaller  percentage  of  all  governmental  revenues  than  they  have  provided  in  the  past. 
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Table  23 

State  Property  Tax  Rates  by  Treasury  Funds:  1839-19321 

(In  cents  on  each  $100  of  equalized  assessed  valuation2) 


Tax 

year 

Aggregate 
State  rate 

Ordinary 

revenue 

Distributive 
school  fund 

Interest 

fund 

Debt 

fund 

All 

other 

1839  .  _ 

20 

20 

1840  -  .  _ 

20 

20 

1841 _ _ 

30 

20 

10 

1842  _ 

15 

15 

1843  . . 

20 

20 

1844  .  . . . 

20 

20 

1845  . - 

30 

20 

10 

1840  . . 

35 

20 

15 

1847  . 

37 

20 

15 

023 

1848  _ 

37 

20 

15 

023 

1849  _ 

58 

20 

15 

20 

034 

1850  . . 

58 

20 

15 

20 

034 

1851 . 

60  n 

20 

15 

20 

05^J 

1852  . 

60  Yz 

20 

15 

20 

05H* 

1853  . . 

49  y3 

10 

15 

20 

04  H® 

1854 _ 

49H 

10 

15 

20 

04H8 

1855  . 

67 

12 

20 

15 

20 

1856  . 

67 

12 

20 

15 

20 

1857  . 

67 

12 

20 

15 

20 

1858  _ 

67 

12 

20 

15 

20 

1859  . 

67 

12 

20 

15 

20 

1860 

67 

12 

20 

15 

20 

1861  . . 

457 

05 

20 

157 

05’ 

1862  . . 

457 

05 

20 

15 

05s 

1863. . . . 

72 

12 

20 

15 

20 

05s 

1864 . . 

72 

12 

20 

15 

20 

05’ 

1865 . - 

72 

12 

20 

15 

20 

05  s 

1866 . . 

70 

12 

20 

15 

20 

03s 

1867  .  .  . 

77 

25 

20 

12 

20 

1868  . 

65 

15 

20 

10 

20 

1869  . 

130 

80 

20 

10 

20 

1870 

65 

25 

20 

20 

1871 _ 

90 

55 

20 

01.  5« 

1872  . 

75 

35.3 

20 

04.7 

01.  5® 

1873  _ 

29io 

20  7U 

08.  3n 

1874  . 

24 

14  4 

09.  6 

1875  . 

30 

19 

11 

1876 

28 

16  8 

11.  2 

1877  . . 

36 

23.  5 

12 

00.  542 

1878 _ 

33 

19.  5 

13 

00.  5>* 

1879 _ 

27 

16 

10 

01*2 

1880 . .  . 

36 

21 

14 

OP* 

1881 _ 

48 

35 

12 

01*3 

1882  . 

36 

21 

14 

01*3 

1883  _ 

32 

20 

12 

1884  . 

35 

21 

14 

1885  . 

42 

28 

14 

1886  _ 

35 

21 

14 

1887  . 

53 

39 

14 

1888  . 

44 

30 

14 

1889  .  . 

38 

24 

14 

1890  .  .  . 

36 

22.  5 

13.  5 

1891 _ 

33 

20 

13 

1892 _ 

31 

18.  5 

12.  5 

1893  .  . 

31 

18.  5 

12.  5 

1894  . 

31 

18.  5 

12.  5 

1895 . 

52 

39 

13 
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Table  23 

State  Property  Tax  Rates  by  Treasury  Funds:  1839-19321 — 

Concluded. 

(In  cents  on  each  $100  of  equalized  assessed  valuation2 3) 


Tax 

year 

Aggregate 
State  rate 

Ordinary 

revenue 

Distributive 
school  fund 

Interest 

fund 

Debt 

fund 

All 

other 

1896 

55 

41.  25 

13.  75 

1897 

66 

52 

14 

1898 

56 

42 

14 

1899 

42 

30.  8 

11.2 

1900  . 

50 

36.  8 

13.  2 

1901  -  .  ...  . 

50 

38.  8 

11.2 

1902  . 

40 

28.  8 

11.  2 

1903  _ ... 

52 

'  40. 8 

11.  2 

1 Q04 

in 

1905  _ 

50 

40 

10 

University 

Waterway 

of  Illinois 

bond  fund 

1906  . . 

50 

40 

10 

fund 

1907 

50 

42 

08 

1908  _ 

50 

4213 

08>3 

1909  . .  . 

35 

29 

06 

1910 _ 

30 

25> 4 5 6 7 

05i  i 

1911. . . 

35 

26.  2 

08  8 

1912  .  . 

38 

19 

09 

10 

1913 _ 

70 

47 

13 

10 

1914 _ 

48 

25.3 

12.7 

10 

1915 _ 

55 

28.  25 

16.  25 

10 

00.  5 

1916 . . 

80 

53.  25 

16  25 

10 

00.  5 

1917 . . 

90 

63  75 

15  75 

10 

00.  5 

1918 _ 

75 

47 

18 

10 

1919 _ 

40 

14 

16% 

06% 

03 

1920 _ 

40 

16% 

14.  5 

06% 

02.  5 

1921. .  .  . 

45 

15% 

20% 

06% 

02% 

1922 . . 

45 

14  % 

21 

06% 

02% 

1923 _ 

50 

09  % 

21 % 

06% 

02% 

10*® 

1924 _ 

65 

24 

21% 

06% 

02% 

10*5 

1925 _ 

85 

45 

19% 

06% 

02% 

H15 

1926 _ 

65 

26.5 

19 

06% 

02% 

10.  5*5 

1927 _ 

30 

09 

10 

03% 

01% 

06%>8 

1928 _ 

30 

09 

10 

03% 

01% 

06%>6 

1929 _ 

39 

15 

12.5 

03% 

01% 

06%16 

1930 _ 

39 

15 

12.5 

03%  , 

01% 

06%*6 

1931.. . . 

39 

14 

13.5 

03% 

01% 

06%>6 

1932 _ 

50 

21 

16 

03% 

02% 

07%*8 

1  Rates  for  1839-1872,  inclusive,  follow  Haig,  op.  cit.,  p.  123,  with  corrections  as  noted ; 
rates  for  later  years  from  reports  of  the  auditor  of  public  accounts  (1912  from  the  governor’s 
biennial  message).  There  was  no  State  levy  on  property  after  1932. 

2  Beginning  in  1867  the  State  rate  was  applied  to  assessed  valuation  as  equalized  by  the 
State  board  of  equalization.  Assessed  values,  whether  equalized  or  not,  were  always  far  below 
full  cash  value ;  moreover,  from  1899-1908,  inclusive,  the  legal  assessment  ratio  was  one-fifth 
of  full  value ;  from  1909-1918,  inclusive,  one-third,  and  from  1919-1926,  inclusive,  one-half. 

3  Insane  hospital  tax. 

4  Insane  hospital  tax,  2  cents,  and  blind  institution  tax.  1  cent. 

5  Insane  hospital  tax,  3%  cents,  and  blind  institution  tax,  2  cents. 

6  Insane  hospital  tax,  3%  cents,  and  blind  institution  tax,  1  cent. 

7  For  1861  and  1862  Haig,  op.  cit.  p.  123,  shows  an  aggregate  State  rate  of  40  cents.  How¬ 
ever,  he  shows  no  rate  for  the  revenue  fund,  $ov  which  5  cents  should  be  added  ( Laws  18G1, 

p.  208).  On  the  other  hand,  he  shows  the  interest  tax  of  15  cents  in  both  years,  wtjhereas 
Laws  1861,  p.  204,  authorizing  this  levy  was  not  effective  until  January  1,  1862.  That  this  rate 
was  extended  in  1861  as  well  as  1862  is  suggested  by  the  fact  that  State  taxes  charged,  includ¬ 
ing  some  back  taxes,  were  equivalent  to  a  rate  of  48.9  cents  on  assessments  of  1861  and  48.6 
cents  on  assessments  of  1862  (based  on  data  in  Auditor  of  Public  Accounts,  Biennial  Report, 
1862).  A  search  in  1936  yielded  no  records  of  the  tax  rates  of  1861  and  1862  in  either  the 
archives  division  of  the  State  library  or  the  office  of  the  auditor  of  public  accounts  (letter  from 
Miss  Margaret  C.  Norton,  superintendent  of  archives,  March  20,  1936).  The  Blue-Book,  1981-32, 
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p.  560,  and  earlier  editions  show  the  aggregate  State  rate  as  45  cents  in  both  1861  and  1862 
but  give  no  details. 

s  War  fund  interest  tax  ( Laws  1861,  2d  scss.,  p.  22,  sec.  9). 

9  Canal  redemption  fund. 

10  Originally  extended  at  36  cents,  the  State  rate  for  1873  was  reduced  to  29  cents  by  the 
decision  in  Ramsay  v.  Iloeyer,  76  111.  432  (1874). 

11  Approximate.  Rates  by  funds  were  not  reported,  but  the  aggregate  levy  comprised 
$2,500,000  for  general  revenue  and  $1,000,000  for  the  distributive  school  fund. 

12  Military  fund  (acts  of  May  17,  1877,  and  May  28,  1879). 

13  Rates  by  funds  were  not  reported  and  are  not  in  the  archives,  but  the  aggregate  amount 
of  levy  for  each  fund  was  the  same  as  in  1907. 

14  Approximate.  Rates  by  funds  were  not  reported  and  are  not  in  the  archives,  but  the 
aggregate  levy  for  general  revenue  was  $5,100,000  and  for  the  school  fund,  $1,000,000. 

19  Soldiers’  compensation  bond  fund. 

16  Blind  relief  fund,  1  cent;  remainder  for  soldiers’  compensation  bond  fund. 
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Note. — All  references  are  bo  page  numbers,  excepting  that  Tables  4  and  5  are 
referred  to  by  table  numbers.  Table  4  is  the  folded  insert  facing  page  18  ;  Table  5  is 


the  insert  facing  page  20. 

Accounting,  43. 

Adams  act,  63. 

Additional  extension  act,  64. 

Administration,  tax  :  39-40,  43,  48,  54,  82, 
Tables  4  and  5. 

Agriculture,  department  of,  Table  5. 

Alcoholic  liquors,  see  Liquor  taxes. 

Altgeld,  Gov.  16. 

Assessment  ratio  :  15,  85n,  Table  4. 

Assessments :  11.  15,  34-38. 

Assessors,  39-40. 

Athletic  commission,  Table  5. 

Athletic  contests,  tax,  Table  5. 

Attorney-general :  38n,  45,  48,  Table  5. 

Auditor  of  public1  accounts  :  33,  36,  39,  44, 
48,  50,  85n,  Table  5. 

Automobile  taxes,  see  Motor  fuel  tax, 
Motor  vehicle  license  tax. 

Automobile  titles,  fees,  24n. 

Bankhead-Jones  act,  64. 

Banks :  State-owned,  12,  13,  75,  76n  ; 
taxation,  12,  32-33,  Table  4. 

Beer,  see  Liquor  taxes. 

Beverage  taxes,  see  Liquor  taxes. 

Blind  pensions,  see  Pensions. 

Blue-Book,  85n. 

Board  of  agriculture,  State,  52. 

Board  of  equalization :  15,  16,  33,  36, 

38n,  39,  85n. 

Bonds,  State,  see  Borrowing,  State. 

Boone  County,  38. 

Borrowing  :  local,  20,  79-81  ;  State,  11,  13, 
14,  20,  24n,  44,  53,  55-56,  60,  66,  75-79, 

84-85. 

Building  and  loan  associations,  39,  Table 
4. 

Bureau  of  labor  statistics,  report  on  taxa¬ 
tion,  41. 

Capital  stock,  assessment  and  taxation,  15, 
31,  32,  34,  38-39,  43,  Table  4. 

Capper-Ketcham  act,  64. 

Car-line  companies,  43. 

Charities,  State  board  of,  14. 

Chicago  :  21,  59,  60,  77. 

Children’s  welfare :  64,  67,  75  ;  sec  also 
Pensions,  mothers’. 

Cities,  22,  52n,  57-58,  80-81. 

Civil  War,  14,  62,  75. 

Civil  works  program,  65. 

Classified  property  tax,  16,  17,  31,  41,  82. 

Collection  :  property  tax,  40,  43,  Table  4  ; 
other  taxes,  Table  5. 

College  fund,  see  Trust  funds,  educational. 

Commerce  Commission  :  51,  Table  5. 

Conservation,  department  of,  Table  5. 

Consolidation  of  governments,  43. 

Constitution  :  of  1818,  29  ;  of  1848,  13, 
29  ;  of  1870,  14,  31,  50,  71,  78  ;  amend¬ 
ments,  16,  17,  41-42,  43  ;  convention,  17. 

Convict  labor,  12,  15n. 

Cook  act,  64. 

Cook  County  :  18,  20,  38,  40,  42,  43,  59, 
74,  78,  81,  Table  4. 

Corporate  excess,  see  Capital  stock. 

Corporations,  taxation  of  :  10,  16,  18,  24, 
25,  31,  50-51,  Tables  4  and  5  ;  see  also 
Capital  stock. 

County  board  :  39,  40,  74,  Table  4. 

County  clerk  :  48,  Tables  4  and  5. 

County  judge  :  40n,  48,  Table  5. 


County  treasurer :  39,  40,  48,  Tables  4 

and  5. 

Counties:  11-12,  20,  29,  56,  57-58,  61, 
73-74,  80-81. 

Courts  :  9,  48,  69,  74,  Table  4,  Table  5. 

Debt,  see  Borrowing. 

Debt  service,  State,  see  Borrowing,  State. 

Defaults,  by  State,  13. 

Delinquency,  property  tax,  20. 

Emergency  relief,  see  Unemployment  re¬ 
lief. 

Emergency  relief  commission,  Illinois,  63n, 

66. 

Entomological  survey,  14. 

Equalization  :  39,  Table  4  ;  see  also  Board 
of  equalization. 

Estate  tax,  45. 

Excise  taxes,  Table  5. 

Exemptions :  29,  31,  38-39,  43,  45-48, 

Tables  4  and  5. 

Expenditures,  43 ;  see  also  Local  govern¬ 
ments,  functions;  State  government, 
functions. 

Extension,  property  tax,  43. 

Fairs,  county:  69,  Table  5  (n.  20). 

Federal  Emergency  Relief  act,  65. 

Federal  Emergency  Relief  Administration, 
18. 

Federal  grants  :  11,  24n,  58-68,  81. 

Fees  :  11,  16,  50-51,  53-55,  Table  5. 

Finance,  department,  Table  5. 

Fire  insurance  companies,  see  Insurance 
business  taxes. 

Fire,  marine,  and  inland  navigation  insur¬ 
ance  companies,  see  Insurance  business 
taxes. 

Fire  marshal  tax,  State  :  49,  50,  Table  5. 

Ford,  Gov.  60. 

Foreign  corporations,  39,  Table  5. 

Franchise  tax,  corporations,  sec  Corpora¬ 
tions,  taxation  of. 

Fraternal  benefit  societies :  19n,  Table  4 
(n.  1),  Table  5  (n.  4). 

Gasoline  tax,  see  Motor  fuel  tax. 

General  assembly :  12,  22,  29,  36-37,  52, 
61,  Table  5. 

General  property  tax,  see  Property  tax. 

Governor  :  12,  44,  61,  Table  5. 

Grain  inspection.  14. 

Grange,  State,  52. 

Gross  receipts  taxes  :  15,  49-50,  Table  5  ; 
see  also  Illinois  Central  Railroad ;  Re¬ 
tailers’  occupation  tax;  Insurance  busi¬ 
ness  taxes. 

Haig,  R.  M.,  41,  85n. 

Hatch  act,  62. 

Health,  public  :  23,  63n,  67. 

Highway  bonds.  State  :  53,  55-56,  77,  78. 

Highway  commission.  State  :  52,  53. 

Highways :  22,  23,  51-58,  63,  65,  66,  67, 
68n,  69,  73-74. 

Horse  races,  taxes,  Table  5. 

Hospitals,  State  :  14,  15,  85n. 

Illinois  Agricultural  College,  58n. 

Illinois  and  Michigan  Canal :  13,  14,  23, 
59,  60,  75,  77. 
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Illinois  Central  Railroad  :  charter  tax,  10, 
13-14,  24,  25,  44-45,  75,  Table  5  ;  land 
grant,  13,  58,  59,  61. 

Income  tax:  17,  18,  20,  42,  82. 

Incorporation  fees,  see  Fees. 

Inheritance  tax :  10,  16,  24,  25,  45-48, 
Table  5. 

Institutions,  revenue  from  :  12,  15,  24,  25. 

Insurance:  for  aged,  67;  business  taxes, 
10,  16,  18,  19n,  24,  25,  33,  48-50,  Tables 
4  and  5  ;  department,  Table  5. 

Intangibles,  42;  see  also  Capital  stock; 
Personal  property. 

Interest,  see  Borrowings,  State. 

Internal  Improvement  System:  13,  61, 
69n,  75. 

Investigations  of  revenue  system  :  15,  16, 
39,  41-43. 

Joint  legislative  revenue  committee,  42. 

Judiciary,  see  Courts. 

Juvenile  court,  74. 

Labor  tax  :  52,  Table  5. 

Land  grants  :  12,  58-61. 

Land  tax,  11 ;  see  also  Property  tax. 

LaSalle  County,  37. 

Legislature  :  see  General  Assembly. 

Levies,  property  tax  :  34,  43. 

Libraries,  22. 

Licenses,  Table  5. 

Liquor  taxes  :  18,  20,  24,  25,  Table  6. 

Local  governments :  borrowings,  79-81  ; 
dependence  on  property  tax,  10,  20 ; 
functions,  9,  22-23 ;  grants  from  State, 
68-75;  revenues,  9,  21. 

Macoupin  County,  37. 

Massachusetts,  82. 

Military  expenditures  :  14,  62. 

Minimum  tax,  corporations  :  51n,  Table  5. 

Morrill  act :  61,  63,  64. 

Mothers’  pensions,  see  Pensions,  mothers’. 

Motor  fuel  tax  :  10,  16-17,  18,  20,  21n, 
22,  24,  25,  55-58,  69n,  72,  73-74,  79, 
Table  5. 

Motor  vehicle  license  tax  :  10,  16,  24,  25, 
53-55,  Table  5. 

National  Industrial  Recovery  act :  65,  66. 

Natural  history  museum,  14. 

Nelson  act,  63. 

New  York,  82. 

Non-residents,  taxation  :  11,  12. 

Normal  schools,  State  :  14,  15,  5S,  70. 

Norton,  Miss  M.  C.,  85n. 

Occupational  licenses,  Table  *5 ;  see  also 
Retailers’  occupational  tax. 

Parks,  23. 

Payroll  taxes,  67. 

Penalties  :  Tables  4  and  5. 

Penitentiary  :  12,  14. 

Pensions:  for  aged,  67-68,  74;  blind.  30n, 
67,  69,  74,  83,  86n  ;  mothers’,  22,  67, 
69,  74-75. 

Peoria,  revenues,  21. 

Personal  property  :  12,  32,  41,  43,  Table  4. 

Police,  23. 

Pope  County,  38. 

Premium  taxes,  see  Insurance  business 
taxes. 

Probate  court,  48. 

Property  tax  :  aggregate  assessments  and 
levies,  34  ;  fiscal  importance,  10,  15,  16, 
20,  21,  23;  history,  12-13,  15,  29-43; 
inequalities,  15,  33,  41,  71 ;  legal  provi¬ 
sions,  Table  4  ;  local  levies,  34,  52-53  ; 
State  levies  or  receipts,  10,  16,  18,  24, 
25,  30,  34,  79,  84-86 ;  taxes  in  lieu  of. 
13,  49 ;  see  also  Assessments ;  Collec¬ 
tion. 

Protested  fees  fund,  24n. 


Public  health  :  23,  63n,  67 ;  department  of, 
Table  5. 

Public  utilities  :  11,  14,  19,  51,  Table  5. 

Public  welfare,  department,  74. 

Public  works  and  buildings,  department, 
54. 

Public  Works  Administration,  Federal : 
63n,  65,  66-67,  68n. 

Publicity  of  finances,  43. 

Purnell  act,  64. 

Racing  commission,  Table  5. 

Railroads  :  15,  31,  32,  33,  34,  61,  Table  4  , 
see  also  Illinois  Central  Railroad. 

Rate,  see  Tax  rates. 

Real  estate  taxation :  11,  Table  4 ;  see 
also  Property  tax. 

Reciprocal  taxes,  see  Retaliatory  taxes. 

Reconstruction  Finance  Corporation :  65, 

66. 

Redemption  :  29,  Table  4. 

Re-employment  service,  Federal,  63n,  68n. 

Reformatory  :  14,  15. 

Registration  and  education,  department, 
Table  5. 

Registration  fees,  see  Fees. 

Regulatory  activities,  State,  14. 

Research,  93. 

Retailers’  occupational  tax  :  17-18,  19,  20, 
24,  25,  65,  66,  74,  Table  5. 

Retaliatory  taxes  :  49,  50. 

Revenue  code:  of  1872,  15,  33;  of  1898, 
41  ;  proposed,  1885,  15,  41. 

Revenue  system  :  Tables  4  and  5. 

Revenues :  non-tax,  14  ;  statistics  by 
sources,  10,  21,  24,  25. 

Review  of  assessments  :  39-40,  Table  4. 

Road  taxes  :  52,  Table  5. 

St.  Clair  County,  40. 

Sales  tax,  see  Retailers’  occupation  tax. 

Salines  :  11,  12,  59,  60. 

Sanitation,  23. 

School  districts,  debt,  80-81. 

School  funds,  State  :  14,  20,  22,  57-58,  68- 
73,  84-86. 

School  lands  :  12,  58-60. 

Schools,  State  supervision,  23. 

Secretary  of  state  :  24n,  50,  51,  54,  Table 
5. 

Securities,  registration  tax  :  51,  Table  5. 

Seminary  fund,  see  Trust  funds,  educa¬ 
tional. 

Shared-revenues,  see  State  grants. 

Sheppard-Towner  act,  64. 

Sixteenth  section  grants,  58-59. 

Smith-Hughes  act :  64,  72. 

Smith-Lever  act :  63,  64. 

Social  Security  act,  67. 

Social  security  board.  Federal,  67-68. 

Social  welfare  activities,  23. 

Soldiers’  compensation  bonds :  77,  78,  79, 
86n. 

Soldiers’  home  :  62,  63. 

Soldiers'  Orphans’  Home,  14. 

Spanish  War,  62. 

Special  assessments  :  11,  20,  21,  SO. 

State-aid,  see  State  grants. 

State  board  of  equalization,  sec  Board  of 
equalization. 

State  government :  functions,  9,  14,  20- 
23  ;  property  tax  levies  or  receipts,  10, 
16,  18,  24,  25,  30,  34,  79  ;  tax  system, 
Tables  4  and  5. 

State  grants  to  local  governments  :  21.  22, 
68-75,  Sl-83  ;  for  highways,  53,  57-58. 

State  highway  system,  53-58. 

State  tax,  release  or  commutation,  31. 

State  Teachers’  Association,  71. 

State  treasurer  :  4S.  Table  5. 

Subventions,  see  Federal  grants ;  State 
grants. 

Superintendent  of  public  instruction  :  70, 
71. 
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Surplus  revenue,  Federal :  61,  63n. 

Tax  anticipation  warrants,  see  Warrants. 

Tax  Commission :  15,  16,  39,  41,  42,  43, 
Table  4. 

Tax  deeds,  29. 

Tax  rates :  Tables  4  and  6 ;  inheritance 
tax,  45-48  ;  property  tax,  13,  15,  16n, 
20,  29,  31,  33n,  38,  39,  74,  84-86. 

Telegraph  companies,  31. 

Terre  Haute  and  Alton  Kailroad,  61. 

Territory,  tax  system  of,  11. 

Townships :  debt,  80-81 ;  unemployment 
relief,  20. 

Treasury  funds,  State,  30,  84-85. 

Trucks  and  busses,  see  Motor  vehicle  li¬ 
cense  tax. 

Trust  funds:  76n;  educational,  12,  58-59, 
62,  68,  70. 

Undervaluation,  see  Assessment  ratio ;  As¬ 
sessments. 

Unemployment  insurance,  67. 


Unemployment  relief :  18,  19,  20,  23,  57, 
63n,  65-66,  83  ;  bonds  and  notes,  77,  78, 
79. 

Uniformity  rule  :  29-31,  42. 

United  States,  see  Federal  grants. 
University  of  Illinois  :  14,  24n,  30,  59,  61, 
62-64,  69n,  76n,  78n,  79,  85. 

Valuation,  see  Assessments. 

Vocational  education  :  63,  64,  69n,  72-73. 
Vocational  rehabilitation  :  63,  64,  67. 

Warrants :  auditor’s,  77-78 ;  tax  anticipa¬ 
tion,  78-79. 

Waterway  bonds,  State  :  77,  78,  85. 
Welfare  activities,  23. 

Welfare  institutions,  State,  14. 

Wine,  see  Liquor  taxes. 

Wisconsin,  82. 

Works  Progress  Administration,  Federal : 
65,  67. 

World  War,  62. 
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